no.  28 


ADVISORY  COMMITTEE 


Aspects. 


Published  by 

Ministry 

Assessment 

Assessment 

j  CO  j  of 

Division 

Standards 

Revenue 

Ontario 

Branch 

Lome  Maeck 
Minister 

T.  M.  Russell 
Deputy  Minister 


H.  C.  Fletcher 
Ottawa-Carleton  Regional  Office 
1729  Bank  Street 
Ottawa,  Ontario  613-731-2620 


J.  A.  Smith 

Northumberland-Hastings-Prince  Edward  Assessment  Office 

80  Division  Street 
Box  520 

Trenton,  Ontario  613-392-2501 

M.  Lumsden 
Simcoe  Regional  Office 
109  Ferris  Lane 
Barrie,  Ontario  705-728-2270 


L.  Stanshall 

Brant-Haldimand-Norfolk  Regional  Office 

63  Charing  Cross 
Box  1176 

Brantford,  Ontario  519-759-6310 


EDITOR 


W.  C.  Gamier 
Elgin-Middlesex-Oxford  Regional  Office 
Treasure  Island  Plaza 
R.R.  4 

London,  Ontario  519-681-0050 


Jeanne  MacDonald  White  p  $t.  Jules 

„  .  _  Algoma  Assessment  Office 

Associate  Editors  180  Brock  Street 

Clyde  Harnanan  Sault  Ste.  Marie,  Ontario  705-949-3941 

Kenneth  R.  Morgan 


EDITORIAL  BOARD 

P.  G.  Gillis 
A.  N.  MacKay 
W.  J.  Lettner 


All  opinions  expressed  in  Aspects  are  those 
of  the  authors.  These  opinions  do  not  necessarily 
reflect  or  represent  those  of  the  Ministry 


Ontario.  Ministry  of  Revenue.  ? 
Aspects 


Contents  no.  28  (Summer  1979) 


•  Administration 

The  New  File:  Its  Purpose  and  Potential 
Aspects  Interviews  Lester  Boivin  and  Peter  Meier 
Administrative  Aspects  of  the  New  System 


Lester  Boivin  . 13 

Technical  Aspects  of  the  New  System 

Peter  Meier . 15 


•  Case  Law 

Case  Study:  The  Courts  Look  at  Section  86 


Elaine  N.  Norval . 11 

What's  New  in  Case  Law .  9 


Three  of  the  key  happenings  in  Ontario 
assessment  in  1979  are  the  Section  86 
assessment  programs,  the  'unfreezing'  of 
the  equalization  factors  and  the  move  to  a 
completely  new  data  system  SAS.  '79. 
Aspects  # 28  looks  at  where  we  are  on  each 
of  these  issues. 

In  our  regional  office  story,  we've  selected 
Hamilton  from  the  group  of  14  municipalities 
which  took  the  lead  in  eliminating  inequities 
within  property  classes.  In  addition,  Section 
86  is  the  focus  of  our  case  study.  Here  we 
give  consideration  as  to  how  the  courts  have 
dealt  with  this  section  of  The  Assessment 
Act  in  the  past. 

The  mechanics  of  'unfreezing'  the  10  year 
old  factors  are  outlined  in  an  article  by  Brian 
Lenglet  of  the  Standards  Branch.  The  merge 
of  the  former  Standard  Assessment  System 
with  data  elements  from  the  Valuation  file  is 
discussed  in  interviews  with  two  of  the 
people  most  responsible  for  the  new  system, 
Peter  Meier  and  Lester  Boivin. 

We  also  continue  our  series  of  articles 
outlining  procedures  related  to  income 
property  valuation.  In  Aspects  #28,  Henry 
Brendel  of  the  Assessment  Standards 
Branch  concentrates  on  the  analysis  of 
income  and  expense  statements.  And  in  our 
series,  Developments  in  Properties,  we 
welcome  back  Neil  Short,  who  after  a  three 
year  absence,  has  rejoined  us  in  the  Division 
and  presents  here  an  article  entitled  Atriums 
—  A  New  Look  at  an  Old  Idea. 


•  Communication 


Aspects  Advisory  Committee . ISC 

Data  Base . 24 

Letter  to  the  Editor . 31 

Regional  Delegates  for  Aspects . ISBC 


•  Equalization 

Thawing  the  Frozen  Factors 

B.  Lenglet . 7 


•  Real  Estate  Developments 

Atriums  —  A  New  Look  to  an  Old  Idea 

Neil  Short . 27 

•  Real  Estate  Market 

Dealing  with  Deals:  Analysing  Income  and  Expense 
Statements 

Flenry  Brendel . 19 


•  Regional  Focus 

Section  86  Gives  Plamilton  Assessors  a  New  Role 
Aspects  Visits  Wentworth  Regional  Office 
Julie  G.  Bergner . 2 

Cover  Design  and  Sketches  by  S.E.  MacGillivray 


FINANCE  LIBRARY 

kwx 

JUL  1  9  2013 

Ontario 

Ministry  of  Finance 


J 


aspects,  no.  28  (Summer  1979) 


page  1 


Section  86  Gives  Hamilton 

Assessors  a  New  Role 

Aspects  Visits  Wentworth  Regional  Office 

Julie  G.  Bergner 
Assessment  Standards 
Branch 


In  the  City  of  Hamilton,  the  Section  86  story  began  in 
the  summer  of  1978.  A  telephone  call  from  the  Mayor's 
Office  to  the  Assessment  Office  was  catalyst  to  a  series 
of  events  which  culminated  in  an  equalized  assessment 
base  for  the  City  of  Hamilton. 

By  March  20th,  1979,  the  day  the  new  assessment 
roll  was  returned,  Commissioner  Morley  Parfeniuk  and 
his  staff  at  the  Hamilton-Wentworth  Regional 
Assessment  Office  were  convinced  that  the  Section  86 
exercise  was  a  success.  Morale  in  the  Assessment 
Office  was  high.  As  Geographic  Manager,  Ed  Beres  put 
it:  "Over  the  past  nine  years,  these  were  probably  the 
most  enjoyable  months.  Sure,  we've  had  lots  of 
problems  but  all  the  effort  finally  meant  something!" 

Of  the  fourteen  municipalities  involved  in 
implementing  a  Section  86  revised  assessment, 
Hamilton  stands  out  as  the  largest  urban  centre.  One 
answer  to  the  question  of  why  this  city  of  over  300,000 
took  action  at  an  early  stage  was  money  —  a  serious 
erosion  of  the  existing  tax  base.  In  1977  the  City  had  lost 
1  V2  million  in  tax  dollars  because  of  a  loss  of  $8  million 
in  assessment  appeals. 

The  Taxpayers'  Concern 

There  were  two  main  areas  of  concern.  The  primary 
concern  was  over  the  increasing  number  of  inequities 
that  were  surfacing  in  the  old  system.  The  second 
problem  was  a  lack  in  the  basic  understanding  of  the 
assessment  system,  even  by  informed  taxpayers.  With 
the  widening  differential  between  present  assessment 
values  and  present  market  values  came  a  proportionate 
communication  gap  between  assessor  and  ratepayer, 
assessor  and  tax  agent,  assessor  and  lawyer.  The 
corporate  taxpayers  in  the  city,  who  were  contributing 
substantial  portions  to  the  tax  base,  could  no  longer 
tolerate  an  antiquated  assessment  system. 
Consequently  they  called  in  tax  consultants  to  aid  them 
in  their  appeals  and  they  were  winning  back  thousands 
of  dollars  in  the  courts. 

Appeals  were  generally  fought  on  the  basis  of  two 
sections  of  The  Assessment  Act  _  Section  90(1)  and 
Section  27(2)  —  equity  in  relation  to  market  value. 
Consultants  and  lawyers  were  studying  the  old 
assessment  system,  discovering  its  weaknesses,  and 
they  were  advising  their  clients  accordingly.  Tax  agents, 
too,  were  monitoring  appeals  and  advising  their 
employers.  As  a  result,  assessment  appeals  in  1978 
tripled  over  the  1972  —  1975  average  of  about  900 
appeals  in  the  Hamilton  area.  As  Commissioner 
Parfeniuk  put  it,  "While  it  is  essential  to  have  a  stable 


tax  base,  a  frozen  one  only  complicates  an  already 
complex  issue." 

Inadvertently  therefore,  Hamilton  was  undergoing  a 
gradual  reassessment  through  the  courts  —  albeit  in  a 
piecemeal  fashion.  Those  overpaying  would  be  asked  to 
shoulder  even  more  of  the  tax  burden. 

Given  the  current  assessment  situation,  the  Mayor, 
Jack  Macdonald,  had  two  alternatives.  His  Council 
could  request  an  equalized  assessment  for  the  current 
assessment  base  on  1975  market  values,  or  continue 
with  the  old  system. 

The  First  Step  to  Equity 

August  29,  1978:  The  Hamilton  City  Council  passed  a 
resolution  requesting  the  Minister  of  Revenue,  the 
Honourable  Lome  Maeck,  to  bring  in  an  equalized 
assessment  in  the  City  of  Hamilton  for  the  following 
year,  1979. 

On  September  28,  1978:  The  Minister  issued  the 
following  press  release  which  began: 

ASSESSMENT  EQUITY  FOR  HAMILTON 

The  Honourable  Lome  Maeck,  Minister  of  Revenue,  today 

announced  that  ministry  asssessors  will  apply  Section  86  of 

The  Assessment  Act  to  the  assessment  of  all  property  in  the 

City  of  Hamilton 

The  machinery  had  been  set  in  motion. 

The  Impact  Study 

In  the  two  months  following  the  passing  of  the 
Council's  resolution,  the  Regional  Assessment  Office 
was  a  hive  of  activity. 

A  staff  meeting  was  called.  Each  assessor  was  to 
make  a  quick  review  of  all  his/her  values  with  an  eye  for 
equity  in  terms  of  1975  market  values.  Neighbourhood 
assessors  were  responsible  for  their  own 
neighbourhoods.  In  addition  to  carrying  out  the 
Municipal  Enumeration  and  updating  the  files  for  the 
December  roll  return,  all  assessors  were  analyzing  sales, 
producing  bench  marks  (a  second  time  in  some  cases), 
and  making  comparisons.  They  took  a  fresh  look  and 
made  careful  scrutiny  of  all  their  1975  market  values. 

In  addition  to  this,  every  property  had  to  be  placed  in 
its  proper  category,  for  purposes  of  the  equalized 
assessment.  Nine  categories  had  been  chosen  and  all 
properties  were  slotted  in  one  of  the  categories.  There 
were  three  residential  groupings:  the  first  for  detached 
homes  and  duplexes,  a  second  for  residential  buildings 
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with  3  to  6  units,  a  third  for  apartment  blocks  having 
more  than  6  units.  Other  categories  included 
commercial,  industrial,  farm,  exempt,  special  exempt 
(railway,  pipelines  and  Ontario  Hospital  Buildings),  and 
Conservation  Authority  properties. 

The  rationale  behind  having  three  different  residential 
categories  had  its  roots  in  previous  studies  and  analyses 
of  residential  levels  of  assessment  (that  is,  assessment 
to  market  value  ratios).  From  as  far  back  as  1971, 
analyses  and  equalization  of  apartment  buildings  having 
7  or  more  units  demonstrated  that  levels  of  assessment 
for  these  properties  were  stable.  Evaluation  of 
residential  structures  with  fewer  than  7  units  showed 
higher  levels  of  assessment  for  the  3  to  6  unit  buildings 
than  the  detached  family  residences  or  the  2  unit 
dwellings. 


"This  is  where  we  draw  the  line!"  Service  Manager  Ken  McMaster 
tells  Valuation  Manager  John  Mowat. 


After  each  property  had  been  properly  categorized, 
class  ratios  were  developed.  They  were  calculated  by 
dividing  the  total  current  assessment  for  the  class  into 
the  sum  of  the  1975  values  for  the  class.  A  list  of  all 
properties  with  their  assigned  class  ratios  was 
compiled.  In  the  final  stage,  it  was  double  checked  that 
the  total  equalized  assessment  coincided  with  the  total 
current  assessment. 

The  Presentation 

Early  in  the  new  year,  the  Assessment  Office  had 
completed  their  study  and  had  outlined  the  findings. 

City  Council  met  February  27,  1979  in  special  session 
with  Deputy  Minister,  Terry  Russell,  and  other 
provincial  officials  for  an  explanation  of  equalized 
assessment.  The  presentation  consisted  of  a  detailed 
analysis  of  average  percentage  increases  and  decreases 
for  21  different,  but  predominantly  residential 
neighbourhoods  across  the  city.  As  85%  of  the  82,000 
assessable  properties  in  Hamilton  were  residential 
properties,  it  was  felt  that  analyses  of  these 
neighbourhoods  would  give  a  fairly  accurate 
representation  of  general  tax  shift  trends.  A  map  of  the 
City  of  Hamilton  showing  its  subdivision  into 


geographic  neighbourhoods  was  also  available  for  study 
and  orientation. 

For  each  of  the  21  neighbourhoods,  the  analysis 
sheets  had  the  following  format: 


CITY  OF  HAMILTON 
Residential  Impact  Analysis  —  Section  86 
Program  —  Hamilton  Mountain  East 


Map  Area 
Total  Properties 
Average  Assessment 
Overall  Change 

+  No.  Properties  Increasing 
Average  Increase 
Max.  Increase 
Inc.  1  %  to  5% 

6%  to  10% 

11%  to  15% 

16%  to  20% 

21  %  to  50% 

51%  + 

Total 

—  No.  Properties  Decreasing 
Average  Decrease 
Max.  Decrease 
Dec.  1%to5% 

6%  to  10% 

11%  to  15% 

16%  to  20% 

21%  to  50% 

51%  + 

Total 

Total  No  Change 


55  10 

60-40 

326 

320 

8658 

5091 

+  4.68% 

+  3.29% 

199  =  61% 

235  =  73% 

+  3.66% 

+  10.57% 

+  33% 

+  33% 

85 

136 

45 

76 

35 

13 

15 

6 

19 

4 

0 

0 

199 

235 

101  =  31% 

68  =  22% 

-8.94% 

-3.12% 

-  24% 

-15% 

60 

62 

30 

4 

9 

2 

1 

— 

1 

— 

101 

68 

26  =  8% 

17  =  5% 

On  March  1,  1979,  property  assessment  notices  were 
mailed  to  all  Hamilton  residents  and  from  March  5  to 
March  15,  1979,  the  Regional  Assessment  Office  held 
open  house  sessions  in  each  of  the  eight  wards. 

Open  Houses 

The  major  intent  of  the  open  houses,  according  to  the 
Honourable  Lome  Maeck,  was  "to  bring  ratepayers  and 
assessors  together  in  an  informal  atmosphere  to  discuss 
the  new  assessments  and  answer  any  questions 
property  owners  might  have".1  Every  ratepayer  was  to 
have  ample  opportunity  to  examine  and  discuss  their 
assessment  with  the  assessor  before  the  final  appeal 
date. 

To  achieve  this  objective,  the  Hamilton  Assessment 
Office  set  up  one  open  house  location  in  each  of  the 
eight  city  wards.  Each  open  house  ran  for  two 
consecutive  days  between  Mondays  and  Thursdays 
from  the  hours  1:00  p.m.  to  9:00  p.m.  In  addition,  one 
Saturday  open  house  was  conducted  at  the  Regional 
Assessment  Office  to  accommodate  enquiries  that  had 
not  been  handled  at  the  other  open  houses. 

According  to  manager  Carl  Charlton,  the  Saturday 
open  house  was  not  well  attended.  He  felt  that  this 
open  house  could  be  either  eliminated  or  reduced  to  a 
half  day  instead  of  a  full  day. 

In  the  early  stages  of  the  sessions,  there  was  some 
confusion  in  the  public's  mind  about  the  nature  of  open 
houses.  Many,  manager  Jim  Philp  noted,  were  under 
the  impression  that  they  were  to  be  held  as  general 
meetings.  Consequently,  as  many  as  100  people  arrived 
at  1:00  o'clock  on  some  days  awaiting  a  public 
announcement  about  the  program.  This  situation 
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created  some  difficulty  for  assessors  in  dealing  with  the 
taxpayers  individually. 

In  a  number  of  instances,  ratepayers  arrived  before 
the  open  house  was  scheduled  to  start  or  came  to  the 
wrong  open  house  session.  In  such  cases,  according  to 
manager  John  Mowat,  whose  area  included  the 
controversial  Hamilton  Mountain  neighbourhoods, 
every  attempt  was  made  by  the  assessment  staff  to  deal 
with  the  person's  general  questions  immediately  and  to 
be  of  as  much  help  as  possible.  This  was  considered  to 
be  a  superior  way  of  handling  the  situation  in  terms  of 
public  service.  Requesting  that  the  person  come  back 
later  or  go  to  another  open  house,  it  was  felt,  would 
probably  be  annoying  to  the  individual.  Assessment 
personnel  did  not  want  to  be  accused  of  'shunting' 
people  from  one  person  to  another. 

The  Organization 

The  basic  format  for  each  of  the  open  houses  was  the 
same.  All  pertinent  records  were  kept  in  a  central 
location  at  the  building  where  the  open  house  was  to  be 
held.  Personnel  from  the  Assessment  Services  staff 
were  responsible  for  greeting  the  residents,  pulling  files, 
filling  in  names  and  roll  numbers  on  the  interview 
sheets,  and  refiling  these  sheets  after  the  interview  had 
been  completed  by  the  assessor.  From  3  to  4  clerical 
staff  were  available  at  each  location. 


Assessment  Clerks  Phyllis  Carrol  and  Mary  Parr  ready  to  greet 
ratepayers  at  Open  House. 


The  managers  were  quick  to  offer  recommendations 
about  space  requirements  and  some  of  the  physical 
practicalities  of  the  open  houses.  It  is  very  important,  all 
managers  agreed,  to  get  spacious  halls  for  the  open 
houses.  This  enables  taxpayers  being  interviewed  some 
room  to  move  and  eliminates  some  of  the  irritation 
caused  by  overcrowding.  The  Hamilton  Office,  it  was 
conceded,  had  not  fully  recognized  how  much  work 
was  involved  in  getting  records  organized  and  moved 
about.  They  recommended  that  plenty  of  "bankers 
boxes”  for  packing  and  unpacking  be  ordered.  This 
facilitates  organization.  Also  proper  labelling  of  boxes 
makes  a  move  much  more  efficient. 

The  Buddy  System 

Carl  Charlton  explained  that  the  open  houses 
operated  on  a  "buddy"  system.  Each  neighbourhood 
assessor  worked  in  conjunction  with  a  "buddy"  —  that 


is,  another  assessor  whose  own  neighbourhood  was  in 
another  ward.  Teams  of  buddies  spent  several  days 
familiarizing  themselves  with  each  other's 
neighbourhoods. 


"Our  valuation  reflects  all  those  points  you  made"  explains  Assessor 
Jetze  Falkena  to  ratepayer. 


At  the  open  houses,  the  residents  were  directed  to 
the  assessor  in  whose  neighbourhood  their  properties 
were  located.  If  however,  the  neighbourhood  assessor 
was  not  available,  his  "buddy”  would  step  in  for  him, 
unless  the  ratepayer  had  made  a  special  request  to  see 
the  assessor  "in  charge"  of  the  property  in  question.  On 
an  average,  assessors  spent  five  minutes  interview  time 
with  each  taxpayer.  Even  during  the  busiest  periods, 
ratepayers  were  kept  waiting  no  longer  than  twenty 
minutes. 

For  each  resident  interviewed,  the  neighbourhood 
assessor  filled  out  an  interview  sheet.  On  this  sheet  a 
record  was  kept  as  to  whether  the  taxpayer  had  been 
satisfied  or  dissatisfied  with  the  assessor's  estimate  of 
his  property's  value.  This  gave  the  Assessment  Office  a 
handle  on  the  accuracy  of  their  estimates.  It  was  a 
handy  way  of  discovering  whether  they  were  "in  the 
ballpark". 

The  mapping  staff  were  responsible  for  designing  and 
drawing  large  maps  of  the  city  and  the  various  signs 
that  were  posted  at  each  of  the  open  house  locations. 
Manager  Jack  McClure  observed  that  many  taxpayers 
found  the  neighbourhood  maps  which  contained 
property  sales  information  interesting  and  informative. 
From  these  maps  they  were  able  to  compare  their  own 
properties  with  those  of  their  neighbours. 

A  Team  Effort 

Everyone  in  the  Office  was  involved  in  the  open 
houses.  Out  of  the  91  personnel,  only  6  had  ever  been 
involved  in  reassessments  or  open  houses  in  the  past. 
So  this  was  certainly  a  new  experience  for  most  of 
them. 

Of  all  the  personnel  at  the  Assessment  Office  who 
had  worked  together  in  harmony  and  co-operation 
with  one  another,  the  Commissioner  and  managers 
agreed  that  there  was  one  person  who  should  be 
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singled  out  for  special  mention  —  Nadia  Howe.  Ms. 
Howe  at  the  time  of  the  open  houses  had  just  been 
hired  as  a  new  switchboard  operator.  Despite  the  fact 
that  she  was  a  new  employee,  she  worked  especially 
hard,  putting  as  many  as  750  telephone  calls  through 
the  switchboard  a  day.  (On  a  normal  working  day,  the 
Hamilton  Office  receives  about  120  calls.)  The 
Commissioner  and  managers  were  very  thankful  for  her 
co-operation  and  dedication  . 

Ratepayer  A  ttendance 

Generally  speaking,  those  who  attended  the  open 
houses  were  the  homeowners.  Very  few  apartment 
building  tenants  enquired  about  their  assessments. 
Residents  who  owned  large  amounts  of  property,  tax 
agents  and  owners  of  commercial  or  industrial  buildings 
usually  did  not  appear.  Jim  Philp  explained  that  they 
had  been  contacted  prior  to  the  open  houses  and  many 
of  them  had  set  up  individual  appointments  to  meet 
with  assessment  staff. 

Total  ratepayer  attendance  for  the  entire  open  house 
period  just  exceeded  3600  —  approximately  a  5% 
turnout  overall.  In  addition  to  those  who  made  a 
personal  appearance  at  the  open  houses,  over  4600 
telephone  calls  came  in  on  the  switchboard  during  that 
10-day  period. 

Response  to  Open  Houses 
by  Ratepayers 

Public  reaction  to  the  open  houses  was  generally 
good.  A  few  taxpayers  came  in  irate  but  most  of  them 
left  satisfied.  There  were  also  those  who  went  away  no 
happier  than  they  had  arrived.  However,  in  most  cases, 
they  left  with  the  realization  that  the  value  was  realistic. 
Others  went  away  satisfied  that  the  new  assessment 
was  fair  but  were  still  determined  to  appeal.  In  fact,  very 
few  ratepayers  had  any  quarrel  with  the  amount  of  the 
assessments.  Jack  McClure  affirmed  that  on  the 
interview  sheets,  between  80  and  90%  of  those 
interviewed  were  registered  as  having  been  satisfied 
with  the  valuation  estimates  of  the  assessment  office. 

Most  people,  however,  were  not  particularly 
interested  in  details  on  how  valuations  were  made. 
What  they  wanted  to  know  was  why  had  assessments 
changed,  what  would  this  mean  to  them  in  terms  of 
taxes,  and  how  factors  had  been  applied.  Many 
enquired  about  the  assessments  of  neighbours  who  had 
similar  properties.  This  information,  together  with  any 
other  information  to  be  included  in  the  Roll,  was  given 
to  them. 

According  to  Manager  Ed  Beres,  assessors  were 
particularly  concerned  about  Senior  Citizens.  In 
particular,  the  open  houses  provided  an  ideal 
opportunity  to  distribute  pamphlets  outlining  the 
Ontario  Tax  Credit  System.  Since  this  program  is 
administered  by  the  Guaranteed  Income  and  Tax  Credit 
Branch  of  the  Ministry  of  Revenue,  this  was  an  obvious 
example  of  two  parts  of  the  same  Ministry  co-operating 
to  serve  the  public  interest. 

Response  to  Open  Houses  —  By  Assessors 

Assessors  seemed  to  come  away  from  the  open 
houses  with  positive  reactions.  "Pleasant  and  enjoyable 
—  but  serious,"  was  Bill  Ireland's  comment.  Another 


assessor  found  it  exhausting,  but  a  good  public 
relations  exercise. 

In  the  Hamilton  Office,  each  assessor  was  given  the 
liberty  to  take  an  individual  approach  to  the  ratepayers 
interviewed.  There  had  been  no  extensive  briefing 
session  on  "how"  to  interview  concerned  taxpayers, 
but  general  admonitions  such  as  "be  polite”,  "take  time 
to  explain  ",  "keep  cool"  had  been  offered. 

Aspects  interviewed  several  assessors  in  the 
Hamilton  Office  to  discover  what  their  experiences  at 
the  open  houses  had  been. 

Bill  Ireland,  for  instance,  opened  each  of  his 
interviews  with  a  question.  "What  do  you  think  your 
property  is  worth?"  he  would  ask  the  ratepayer.  "In 
most  cases  there  was  little  dispute  on  valuation,"  he 
said.  "Taxpayers  generally  agreed  with  the  values  but 
were  frightened  of  the  consequences  of  the  tax 
increases." 

Bill  believed  that  the  major  hurdle  was  explaining  why 
no  relationship  existed  between  last  year's  assessment 
and  this  year's  assessment,  and  why  some  property 
assessments  dropped  while  others  increased.  To  clarify 
the  workings  of  equalized  assessment  in  the  minds  of 
his  interviewees,  Mr.  Ireland  detailed  some  of  the 
principles  behind  the  Section  86  program.  He  described 
the  basic  property  groupings;  elaborated  on  how  the 
market  level  factors  were  determined  by  comparing 
gross  assessment  to  gross  market  value;  and  explained 
how  one  obtained  the  new  assessment  using  the  class 
ratio  and  the  estimated  market  value  of  the  property  in 
question.  General  information  on  the  appraisal  cards, 
such  as  the  basic  description  of  the  property  and  the 
building  sketch,  were  made  available.  However,  he 
considered  an  in-depth  discussion  of  the  calculations 
involved  unnecessary. 

Mr.  Ireland's  main  contention  was  that,  because  of 
the  prolonged  absence  of  reassessment  or  even  minor 
assessment  adjustments  throughout  the  past  nine 
years,  people  had  often  come  to  think  of  their 
assessments  as  fixed  values.  "People  should  be 
educated  to  think  in  terms  of  assessment  dollars  being 
fluid,  not  static,"  he  said.  However  he  added  that,  once 
the  method  was  explained,  most  people  understood. 

Corinne  Tait,  P.A.  2,  was  fortunate  to  have  a 
neighbourhood  where  75%  of  the  assessments  were 
reduced.  In  her  approach  to  the  taxpayer,  she  went  into 
the  history  of  assessment  in  Ontario  in  order  to  provide 
some  explanation  for  the  necessity  of  an  equalized 
assessment  base.  However,  she  didn't  go  into  any  great 
detail  about  the  factors.  She  told  the  ratepayers  the 
estimate  of  value  of  their  property  and  advised  them  to 
appeal  the  assessment  if  they  disagreed  with  the 
amount. 

In  her  experience,  public  reaction  was  generally 
favourable.  The  most  concerned  of  the  people  she 
interviewed  were  the  owners  of  commercial  properties 
and  apartment  buildings.  Ms.  Tait  discovered  that  many 
ratepayers  were  generally  confused  and  were  unable  to 
differentiate  between  assessment  and  taxation.  The 
issue  of  concern  was  taxes  and  municipal  services  — 
not  assessment.  After  the  taxpayers  had  attended  the 
open  house  and  had  the  equalized  assessment  program 
explained,  they  were  quite  satisfied  with  the 
assessment.  Ms.  Tait  explained  that  they  were, 
however,  still  worried  about  the  taxes. 

Tony  D'Ariano,  who  was  involved  in  four  open 
houses,  said  that  "90%  of  the  time,  the  estimated 
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market  values  were  right  on,  or  lower”.  A  lot  of  people 
commented  to  him  that  the  new  system  was  good 
because  at  least  they  could  relate  to  the  assessed  value. 
Most  ratepayers,  he  said,  couldn't  understand  an 
assessed  value  based  on  a  manual.  The  old  assessments 
had  no  meaning  for  them  because  they  bore  no 
relationship  to  reality.  Most  people  had  some  idea  as  to 
the  value  of  their  property,  and  therefore  they  were  in  a 
better  position  to  judge  the  accuracy  of  the  Section  86 
assessed  value. 

Mr.  D'Ariano  discovered  that  some  people  were 
under  the  impression  that  the  assessed  value  placed  on 
their  property  by  the  assessment  office  somehow 
precluded  them  from  selling  their  property  at  a  higher 
value. 

In  Tony's  opinion,  the  Open  Houses  were  an 
excellent  way  to  improve  relations  between  the 
assessment  office  and  the  public.  "It  made  taxpayers 
aware  of  the  function  of  the  assessor  and  the 
assessment  office,”  he  said.  In  the  long  run,  it  will 
benefit  the  assessor  and  aid  him  in  the  gathering  of  data 
for  future  assessments. 

Steve  Kosarchyn  found  in  his  conversations  with  the 
ratepayers  that  they  related  more  to  1978  and  1979 
market  values,  not  to  the  1975  values.  Some  ratepayers 
even  suggested  that  the  prices  for  which  their  homes 
sold  should  be  the  assessed  values.  They  disliked  the 
idea  of  a  fair  market  value. 

Mr.  Kosarchyn  also  mentioned  another  problem  that 
assessors  had  to  cope  with  in  the  open  house  situation 
—  and  that  was  a  communication  difficulty  with  those 
who  spoke  very  little  English.  Fortunately,  the  Hamilton 
Assessment  Office  was  equipped  for  this  problem  as 
well,  because  there  were  assessors  there  that  spoke 
Italian,  Ukranian,  French,  and  Dutch. 

According  to  Steve,  one  benefit  of  the  equalized 
assessment  program  with  updated  market  values  was 
that  the  senior  citizens  who,  up  to  that  time,  had  no 
conception  as  to  the  present  worth  of  their  property, 
now  had  some  idea. 

Pat  Murray  of  the  Hamilton  Office  stressed  the 
concept  of  equity  in  explaining  Section  86  to  the 
ratepayers  he  interviewed.  He  discussed  what  the 
equalized  assessment  factor  was  but  generally  found  it 
unnecessary  to  discuss  it  at  length.  People  were 
basically  satisfied  with  the  values,  but  were 
apprehensive  about  the  effect  on  taxes. 

Colin  Beatty,  whose  neighbourhood  comprised  60  to 
70%  commercial  properties  with  the  remainder 
residential  and  apartment  buildings,  said  that  "a  lot 
came  in  concerned  and  unhappy,  but  went  out 
relatively  satisfied”.  The  general  feeling  on  the  part  of 
the  taxpayers  he  spoke  to,  was  that  Section  86  was  a 
good  thing.  Again,  the  issue  was  taxation.  Mr.  Beatty's 
answer  to  them  was:  "You  have  a  right  of  appeal.”  He 
also  mentioned  that  he  had  to  try  and  explain  the  higher 
level  of  assessment  on  three-unit  houses  over  the  two- 
unit  duplexes. 

Both  Pat  and  Colin  felt  that  the  public  relations  end  of 
the  Section  86  program  had  been  handled  well.  The 
assessment  office  had  gone  to  the  people.  Tax  agents 
had  been  telephoned  and  had  had  the  opportunity  to 
make  appointments  in  order  to  discuss  the  program  in 


detail.  The  Commissioner  had  appeared  on  the 
television  and  had  been  interviewed  on  radio.  "Section 
86  was  a  good  thing”,  Pat  Murray  concluded. 

Generally,  everyone  —  assessors  and  managers  alike 
—  felt  very  good  about  the  results  of  the  open  houses. 
The  entire  staff  rallied  behind  each  individual  manager. 
"We  had  a  good  product  to  sell  and  when  you  have 
competent  staff,  things  have  to  go  well,”  was  Mr. 
Beres's  comment. 

All  the  effort  finally  did  pay  off. 

A  word  of  advice  to  those  assessors  anticipating  a 
Section  86  program  in  their  regions.  Pat  Murray  adjures 
the  assessors  to  "be  prepared  and  be  polite”.  "Show 
comparables;  know  your  information”.  Colin  Beatty 
added  to  this  by  saying:  "If  you're  competent,  you're 
okay.  But  if  you  try  to  buffalo  or  if  you  are  weak  in  one 
point,  they  will  pick  it  out.” 


Afterwards 

When  any  large  change  is  made  to  an  assessment 
base,  historically  large  numbers  of  appeals  follow. 
Hamilton  was  no  exception  and  in  the  weeks  that 
followed  about  7,700  appeals  were  filed.  Mr.  Parfeniuk 
expected  that  about  30%  of  the  appeals  will  be 
withdrawn.  He  suspected  that  many  were  "protective 
appeals”  by  tax  agents. 

While  most  of  the  ratepayers'  dissatisfaction  came 
from  the  Hamilton  Mountain  Area,  the  actual  appeals 
appeared  to  be  no  heavier  there  than  anywhere  else.  It 
is  expected  that  the  Office  will  begin  appeal  work  by 
early  June  and  Mr.  Parfeniuk  expects  appeals  should  be 
finished  by  the  end  of  June. 

Everyone  in  the  Hamilton  Office  feels  much  more 
comfortable  about  assessment  appeals.  Because  of  the 
response  at  the  open  houses  and  the  fact  that  there  was 
little  or  no  criticism  of  the  actual  assessments  by  the 
ratepayers  themselves,  assessors  are  much  more 
confident  about  their  market  value  assessments. 

John  Kernaghan,  Hamilton  Spectator  staff  reporter 
wrote: 

"City  tax  assessors  didn't  receive  many  bouquets 

yesterday  when  they  held  open  house  to  explain  the 

new  system  of  equalized  tax  assessment. 

But  on  the  other  hand,  they  didn't  suffer  any  injuries 

either. 

They  were  neither  the  good,  the  bad,  nor  the  ugly.”2 

As  Hamilton  officials  and  taxpayers  discovered  the 
road  to  equity  is  not  an  easy  route.  It  is,  however,  a 
necessary  one  if  there  is  going  to  be  a  fair  distribution  of 
the  property  tax  burden.  The  Hamilton  experience  was 
in  many  ways  a  harbinger  for  other  municipalities 
contemplating  similar  action  but  more  important,  it 
demonstrated  that  the  goal  of  equity  is  attainable.  □ 

Footnotes 

'The  Mountain  News,  March  14,  1979. 

2The  Spectator,  March  8,  1979. 
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Since  the  writing  of  this  article,  Mr.  Parfeniuk  has  accepted  an 
appointment  elsewhere.  Aspects  wishes  him  well  in  his  new 
employment. 
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The  statement  by  The  Honourable  Lome  Maeck  on 
November  21,  1978  that  the  Ministry  of  Revenue  would 
produce  new  equalization  factors  signalled  the 
involvement  of  the  Assessment  Division  in  a  major 
project  in  which  it  had  not  been  engaged  for  almost  a 
decade. 

The  reinstitution  of  these  factors  is,  in  great  part,  a 
result  of  the  fact  that  market  value  assessment  has  been 
indefinitely  postponed.  Among  the  virtues  of  market 
value  assessment  is  the  simple  fact  that  it  would  create 
a  common  level  of  assessment  amongst  the  various 
municipalities  throughout  the  province.  It  was  the 
anticipation  of  this  common  assessment  level  that  made 
the  freezing  of  the  factors  realistic.  In  the  short  run  the 
frozen  factors  did  not  create  a  great  inequity  and  they 
allowed  the  Division's  resources  to  be  directed  to  the 
immediate  task  of  producing  the  re-assessment  which 
would  have  made  the  factors  redundant. 

Equalization  Factors  and  Equalized 
Assessments 

Municipal  equalization  factors,  as  unfamiliar  as  they 
may  be  to  those  of  us  who  have  joined  the  Division 
since  1970,  are  a  major  part  of  the  assessment  function 
in  many  assessment  jurisdictions.  The  equalization 
factor  is  the  ratio,  expressed  as  a  percentage,  that  the 
current  assessment  is  of  the  equalized  assessment  in  a 
municipality.  Although  The  Assessment  Act  does  not 
define  equalized  assessment  it  is  generally  accepted 
that  it  is  to  be  taken  to  mean  market  value.  The 
equalized  assessment  therefore  provides  a  standardized 
measure  of  a  municipality's  assesment  base  while  the 
equalization  factor  indicates  the  current  level  of 
assessment  of  10  million  dollars  would  have  an 
equalization  factor  of  10%  . 

Methodology 

The  equalized  assessment  is  the  measure  of  the 
market  value  of  the  rateable  assessment  within  a 


municipality.  To  obtain  this  measure  in  1979  it  was  first 
necessary  to  develop  a  set  of  procedures  which  would 
provide  a  reasonable  estimate  of  each  municipality's 
equalized  assessment  and  which  also  could  be 
consistently  and  equitably  applied  to  all  municipalities 
and  localities  across  the  province. 

A  simple  method  which  had  been  used  in  the  past  in 
parts  of  Ontario  was  the  median  ratio  method.  In  this 
method  an  asessment  to  sale  ratio  was  calculated  for 
each  transaction  which  occurred  in  the  municipality 
during  the  relevant  time  period.  The  ratios  were  then 
ordered  from  lowest  to  highest  and  the  middle  or 
median  ratio  was  selected  as  the  equalization  factor. 
The  application  of  this  factor  to  the  current  assessment 
produced  the  equalized  assessment. 

The  median  ratio  often  produced  an  acceptable  result 
and  avoided  the  problem  of  dealing  with  the  validation 
of  sales  information.  Non  open  market  transactions 
were  simply  lost  in  the  extremes  of  the  ratios.  The 
system  was  inadequate  for  exactly  the  same  reasons. 
Valid  sales  information  representing  certain  property 
classes  could  also  be  lost  in  the  extremes  of  the  ratios. 
A  municipality  having  a  large  number  of  industrial 
properties  for  which  few  sales  have  occurred  would  find 
its  equalization  factor  unaffected  by  these  properties 
and  the  measurement  of  the  equalized  assessment  of 
this  municipality  would  not  be  equitable  when 
compared  to  another  municipality  which  had  no  such 
industrial  properties. 

The  factors  produced  in  1970  were  the  result  of  a 
more  sophisticated  procedure  than  the  median  ratio 
method.  It  was  by  then  possible  to  distinguish  between 
valid  and  invalid  sales  information  and  it  was  therefore 
possible  to  develop  average  ratios  (total  current 
assessment  of  sample  divided  by  total  sale  value)  for 
classes  of  properties  within  a  municipality.  Problems 
still  existed  in  classes  where  no  valid  sales  information 
was  available.  Without  the  technical  capability  to  carry 
out  numerous  market  value  appraisals  it  was  necessary 
to  rely  on  substitute  factors  such  as  applying  a 
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commercial  factor  to  industrial  properties  when  no 
independent  industrial  data  was  available. 

The  1979  Procedures 

The  procedures  developed  in  1979  therefore  had  to 
take  account  of  the  existence  of  different  classes  of 
property  having  different  levels  of  assessment  and  treat 
each  independently.  This  stratification  of  the  current 
assessment  within  the  municipality  is  reflected  in  the 
1979  calculation  form  by  the  nine  classes  of  property  for 
which  an  equalized  assessment  is  to  be  calculated. 
Noting  that  the  weakness  of  the  median  ratio  method 
might  still  exist  within  a  particular  class,  the  calculation 
of  the  equalized  assessment  in  each  class,  other  than 
classes  5  and  8  which  have  special  ratios,  is  to  be  based 
on  an  average  ratio  developed  from  a  10%  sample 
within  the  class.  The  sample  is  to  be  made  up  of  only 
valid  sales  information  supplemented  if  necessary  by 
1978  appraisals. 

The  introduction  of  appraisal  data  solved  a  number  of 
the  problems  that  had  existed  in  the  1970  procedures.  It 
made  possible  the  development  of  independent  factors 
where  sales  data  was  limited  or  non-existent.  The 
appraisals  also  allow  the  sample  to  be  constructed  so 
that  it  can  have  a  composition  more  closely  resembling 
the  municipality  itself.  This  is  most  important  in  classes 
like  the  commercial  class  where  a  number  of  sales  of 
strip  stores  may  occur  but  the  assessment  to  sale  ratio 
derived  from  these  would  be  inadequate  to  represent 
the  office  buildings  or  shopping  centres  for  which  no 
sales  exist.  The  appraisals  allow  the  regional  office  to 
correct  deficiencies  in  the  sales  sample. 

It  might  be  noted  here  that  the  procedures  do  not 
specify  the  methodology  for  obtaining  an  adequate 
sample.  The  reason  for  this  is  that  it  will  vary  greatly 
from  region  to  region  and  local  knowledge  is  the  best 
guide  to  determining  the  make-up  of  an  adequate 
sample.  The  guiding  principle  to  be  kept  in  mind  is  that 
where  varying  levels  of  assessment  exist,  the  various 
levels  should  be  present  in  the  sample  in  the  same 
proportion  as  they  exist  in  the  municipality. 

The  detailed  procedures  are  therefore  set  out  to  see 
that  adequate  samples  are  taken  by  requiring  that  each 
major  assessment  class  receives  its  proper  weighting  in 
the  total  calculation  and  allowing  local  conditions  to  be 
introduced  into  the  calculation  for  each  class.  The 
procedures  as  outlined  and  conscienciously  applied  will 
provide  the  equalized  assessments  and  equalization 
factors  required  by  Sections  71(1 )  and  71(2). 

Finalization 

The  scheduling  for  the  completion  of  the  calculation 
of  the  factors  is  determined  by  Section  71(3)  which 
states  that  the  equalized  assessments  and  equalization 
factors  are  to  be  Gazetted  before  July  15,  1979. 

Section  71(4)  of  The  Act  sets  out  the  time  limitations 
within  which  the  municipality  may  appeal.  Equalized 
assessments  are  used  to  apportion  County  or  Regional 
levies  and  to  distribute  certain  provincial  grants.  In  both 
cases  it  will  be  advantageous  to  the  municipality  to  have 
a  relatively  lower  equalized  assessment.  Any  appeal 
therefore  will  in  one  form  or  another  be  on  the  basis  that 
the  equalized  assessment  is  too  high.  Our  ability  to 
defend  the  Gazetted  figures  will  be  dependent  on  our 
establishing  that  the  calculations  were  carried  out 
correctly  and  that  the  municipality  was  treated  equitably 
with  reference  to  other  jurisdictions. 


Apportionment 

There  are  two  levels  of  municipal  government  in 
Ontario:  lower  tier  municipalities  and  upper  tier 
municipalities.  Lower  tier  municipalities  are  cities, 
towns  and  townships.  These  lower  tier  municipalities 
are  grouped  together  into  larger  units  that  may  be 
counties  or  regional,  municipal  or  district  municipalities 
which  form  the  upper  tier  levels  of  municipal 
government. 

Upper  tier  levels  of  municipal  government  are 
responsible  for  providing  certain  services  and  therefore 
must  levy  rates  against  the  rateable  property  within  the 
municipality.  Since  the  levels  of  assessment  within  the 
lower  tier  municipalities  may  vary,  the  portion  of  the 
levy  to  be  applied  against  the  real  property  in  each  sub 
tier  municipality  will  be  equivalent  to  its  portion  of  the 
total  equalized  assessment  of  the  upper  tier 
municipality.  A  township  with  an  equalized  assessment 
of  8  million  dollars  in  a  county  with  a  total  equalized 
assessment  of  100  million  dollars  would  be  expected  to 
raise  8%  of  the  county  levy.  A  county  levy  of  1  million 
dollars  would  therefore  require  our  hypothetical 
township  to  raise  $80,000.  The  municipality  would 
determine  what  mill  rate  to  apply  against  its  current 
assessment  base  to  collect  the  required  amount.  The 
required  mill  rate  would  vary  according  to  the  level  of 
assessment  within  each  sub  tier  municipality  but  its 
incidence  will  be  equitable  among  the  municipalities. 

A  special  variation  of  the  use  of  equalized  assessment 
to  apportion  the  municipal  levy  occurs  in  the  case  of 
merged  areas  in  area  municipalities.  Area  municipalities 
occur  in  certain  regional  municipalities  and  in  the 
County  of  Oxford.  They  are  municipalities  that  are  the 
result  of  annexation  and  amalgamation,  the  various 
merged  portions  having  different  levels  of  assessment. 
In  such  cases,  an  equalized  assessment  must  be 
calculated  not  only  for  the  municipality  but  for  each 
merged  area  so  that  equitable  mill  rates  can  be 
established  for  each  merged  area.  The  Town  of  Walden 
in  The  Regional  Municipality  of  Sudbury  has  11  such 
merged  areas. 

The  actual  apportionment  calculation  is  somewhat 
more  detailed  than  simply  apportioning  on  the  basis  of 
the  equalized  assessment  as  Gazetted.  It  may  be 
necessary  to  reduce  the  residential  assessment  by  15% 
to  reflect  its  lower  mill  rate.  This  is  known  as  weighting. 
Municipal  revenues  to  be  considered  in  apportionment 
may  also  include  the  funds  generated  from  grants-in- 
lieu  properties.  These  can  be  added  by  applying  the 
equalization  factor  to  the  current  exempt  assessment  on 
the  properties  subject  to  grant-in-lieu  payments.  The 
apportionment  calculation  may  also  require  that  certain 
other  funds  received  by  a  municipality  be  added  to  the 
weighted  and  equalized  assessment  by  expressing  them 
as  equivalent  equalized  assessment.  Equivalent 
assessment  is  the  means  of  translating  non  assessment 
revenue  in  terms  of  equalized  assessment  dollars.  If  it 
takes  $  1 ,000,000  in  equalized  commercial  assessment  to 
raise  $10,000  in  revenue  then  equalized  commercial 
assessment  to  raise  $10,000  in  revenue  then  equalized 
commercial  assessment  is  100  times  greater  than 
revenue.  A  grant  of  $1,000  can  then  be  expressed  as 
having  an  equivalent  equalized  assessment  of  $100,000. 
The  funds  included  as  equivalent  assessment  in  the 
apportionment  calculation  are  resource  equalization 
grants,  provincial  parks  grants,  universities,  colleges 


page  8 


aspects,  no.  28  (Summer  1979) 


and  hospital  payments  and  gross  receipts  from 
telephone. 

Provincial  Grants 

The  municipal  levy  does  not  provide  a  municipality 
with  all  its  revenue.  Various  funds  are  available  from  the 
province  and  one  of  the  provincial  grants  available  to 
some  municipalities  is  the  Resource  Equalization  Grant 
which  is  established  by  Section  9  of  The  Ontario 
Unconditional  Grants  Act,  1975.  This  grant  is  provided 
to  municipalities  with  relatively  low  resource  bases.  It  is 
calculated  on  the  basis  of  the  per  capita  equalized 
assessment  of  a  municipality.  Municipalities  with  a  per 
capita  equalized  assessment  of  less  than  $10,650 
receive  the  grant  on  the  basis  of  60%  of  the  per  capita 
deficiency  from  $10,650.00. 

A  major  portion  of  the  property  tax  bill  is  education. 
The  Ministry  of  Education  publishes  its  own 
equalization  factors  which  are  based  on  information 
supplied  by  the  Ministry  of  Revenue  as  developed  in  the 
Regional  Assessment  Offices. 


The  Ministry  of  Education  equalization  factors  are  the 
basis  for  both  the  apportionment  of  the  school  levy  and 
also  for  the  distribution  of  the  General  Legislative 
Grants  which  provide  provincial  support  for  education. 
In  1977  these  grants  totalled  1 .97  billion  dollars  which  is 
more  than  the  1.7  billion  dollars  which  was  levied  in 
education  taxes  by  the  school  boards.  This  grant  is 
structured  to  relate  the  assessment  base  (equalized 
assessment)  to  the  number  of  students  and  provide  a 
greater  amount  of  support  for  those  municipalities  that 
have  the  lowest  equalized  assessment  per  student. 

Conclusion 

The  result  of  the  Division's  work  under  Section  71 
will  affect  the  realty  tax  bill  of  every  property  owner  in 
the  province,  both  by  determining  the  direct 
apportionments  and  also  by  aiding  in  the  determination 
of  grants.  It  is  therefore  imperative  that  this  equalization 
be  carried  out  diligently  so  that  a  fair  and  equitable 
distribution  of  the  property  tax  will  be  possible  across 
the  entire  province. 


What's  New  .  .  . 

in  Case  Law 


The  following  is  an  index  by  section 
of  The  Assessment  Act  of  the  most  re¬ 
cent  cases  distributed  to  all  Regional  Of¬ 
fices  for  the  period  from  January  to 
March,  1979. 

Full  Case  Texts  have  been  sent  to  all 
Commissioners  and  this  list  is  for 
reference  only. 

Section  3  (5)  Exemption 
Keywords:  Seminary  of  Learning 

Township  of  Delaware  and  the 
Christian  Academy  of  Western 
Ontario  (Div.  Ct.  Oct/78) 

Section  3  (6)  Exemption 
Keywords:  Seminary  of  Learning 

Township  of  Delaware  and  the 
Christian  Academy  of  Western 
Ontario  (Div.  Ct.  Oct/78) 

Section  3  (12)  Exemption 


Keywords:  Charitable  Institution 

Rexdale  Presbyterian  Senior 
Citizens  Corporation  and  the 
Borough  of  Etobicoke  and  the 
Assessment  Commissioner,  Region 
#12  (H.C.J.  Dec/78) 

Section  7  (1)  (b)  Business 

Assessment 

Keywords:  Preponderating 

Business 

The  Regional  Assessment  Commis¬ 
sioner,  Region  #13  and  the  Corpora¬ 
tion  of  the  City  of  Oshawa  and 
Family  Trust  Corporation  (C.  Ct. 
Feb/79) 

Section  7  (7)  Business  Assess¬ 
ment 

Keywords:  Preponderating 

Business  Omnibus  Clause 


The  Regional  Assessment  Commis¬ 
sioner,  Region  #10  and  Xerox  of 
Canada  Limited  et  al  (O.M.B. 
Nov/78) 

Section  27  (1)  Market  Value 
Keywords:  Cost  Approach 
Manual 

Algonquin  Nursing  Home  Ltd.  and 
the  Regional  Assessment  Com¬ 
missioner,  Region  #28  and  the 
Town  of  Mattawa  (D.Ct.  Oct/78) 
(Cross  appeal) 

Section  27  (1)  Market  Value 
Keywords:  Multi-Residential 

Valuation  Apartment 

Car/eton  Realty  (London)  Limited 
and  C.E.  Winter,  Regional  Assess¬ 
ment  Commissioner,  Region  #23 
(C.J.  Dec/78) 
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Section  27  (1)  Market  Value 
Keywords:  Industrial  Valuation 
Cost  Approach 

Ke/sey-Hayes  Canada  Limited  and 
the  Regional  Assessment  Commis¬ 
sioner,  Region  #27  and  the  Corpora¬ 
tion  of  the  City  of  Windsor  (C.J. 
Jan/79) 


Section  27  (1)  Market  Value 
Keywords:  Commercial  Valuation 
Hotel/Motel  Income  Approach 

Senator  Hotels  Limited  and  the 
Regional  Assessment  Commis¬ 
sioner,  Region  #29  and  the  Corpora¬ 
tion  of  the  City  of  Timmins  (O.M.B. 
Dec/78) 


Section  27  (1)  Market  Value 
Keywords:  Commercial  Valuation 
Supermarket 

Steinberg  Realty  Limited  and  the 
Regional  Assessment  Commis¬ 
sioner,  Region  #19  (O.M.B.  Feb/79) 


Section  27  (2)  Market  Value 
Keywords:  Industrial  Valuation 
Cost  Approach  Income  Ap¬ 
proach 

J.M.  Schneider  Limited  and  the 
Regional  Assessment  Commis¬ 
sioner,  Region  #21  and  the  City  of 
Kitchener  (A. R.C.  Dec/78) 


Section  27  (3)  Market  Value 
Keywords:  Market  Value,  Inter¬ 
pretation  of 
Greenbelt  Zoning 

The  Regional  Assessment  Commis¬ 
sioner,  Region  #14  and  Philips  Elec¬ 
tronics  Limited  and  the  Corporation 
of  the  Town  of  Vaughan  (O.M.B. 
Sept/78) 


Section  27  (3)  Market  Value 
Keywords:  Farm  Valuation  Use 

B.G.  Stewart  vs.  the  Regional 
Assessment  Commissioner,  Region 
#14  and  the  Corporation  of  the 
Township  of  King  (O.M.B.  Jan/79) 


Section  43  (a)  Collectors'  Roll 
Keywords:  Supplementary 
Assessment 

B.G.  Stewart  vs.  the  Regional 
Assessment  Commissioner,  Region 
#14  and  the  Corporation  of  the 
Township  of  King  (O.M.B.  Jan/79) 


Section  63  (1)  Appeal  Procedure 
Keywords:  Jurisdiction 
Nagillah  Investments  Limited  and 
Shikon  Investments  Limited  and  the 
Regional  Assessment  Commis¬ 
sioner,  Region  #12  and  the  Corpora¬ 
tion  of  the  Borough  of  Etobicoke 
(O.M.B.  Feb/79) 


Section  86  (1)  Equity 
Keywords:  Assessment  Roll 
Frozen  Roll 

Peel  Condominium  Corporation 
1976  and  the  Regional  Assessment 
Commissioner,  Region  #15  and  the 
Corporation  of  City  of  Brampton 
(O.M.B.  Nov/78) 


Section  86  (1)  Equity 

Keywords:  Assessment  Frozen 

Assessment 

Taylor  McFarlan  and  the  Regional 
Assessment  Commissioner,  Region 
#30  and  the  Corporation  of  the 
Township  of  Assiginack  (O.M.B. 
Nov/78) 


Section  86  (1)  (d)  Equity 
Keywords:  Similar/Vicinity 
Comparable  Properties 

The  Regional  Assessment  Commis¬ 
sioner,  Region  #11  and  Harold 
Waterman  and  Lydia  Waterman 
(C.J.  Oct/78) 


Section  86  (2)  Increases  in  Value 
Keywords:  Assessment  Roll 
Additions  Residential  Valuation 
Incomplete  Structures 

George  Wimpey  Canada  Limited 
and  the  Regional  Assessment  Com¬ 
missioner,  Region  #20  and  the  Cor¬ 
poration  of  the  City  of  Brantford  (C. 
Ct.  Dec/78) 


Section  90  (1)  Similar/Vicinity 
Keywords:  Multi-Residential 

Valuation  Income  Approach 

Carleton  Realty  (London)  Limited 
and  C.E.  Winter,  Regional  Assess¬ 
ment  Commissioner,  Region  #23 
(C.J.  Dec/78) 


Section  90  (1)  Similar/Vicinity 
Keywords:  Industrial  Valuation 
Brewery 

The  Regional  Assessment  Commis¬ 
sioner,  Region  #21  and  the  Corpora¬ 
tion  of  the  City  of  Waterloo  and 
Carling  —  O'Keefe  Brewers  of 
Canada  Limited  (O.M.B.  Mar/79) 


Section  90  (1)  Similar/Vicinity 
Keywords:  Commercial  Valuation 
Comparable  Properties  Strip 
Store 

Imperial  Life  Assurance  Company 
and  the  Regional  Assessment  Com¬ 
missioner,  Region  #21  and  the  Cor¬ 
poration  of  the  City  of  Kitchener 
(A. R.C.  Oct/78) 


Section  90  (1)  Similar/Vicinity 
Keywords:  Industrial  Property 

Kelsey-Hayes  Canada  Limited  and 
the  Regional  Assessment  Commis¬ 
sioner,  Region  #27,  and  the  Cor¬ 
poration  of  the  City  of  Windsor 
(C.J.  Jan/79) 


Section  90  (1)  Similar/Vicinity 
Keywords:  Vicinity,  Definition  of 
Residential  Property  Con¬ 
dominium 

Peel  Condominium  Corporation 
1976  and  the  Regional  Assessment 
Commissioner,  Region  #15  and  the 
Corporation  of  the  City  of  Brampton 
(O.M.B.  Nov/78) 


Section  90  (1)  Similar/Vicinity 
Keywords:  Industrial  Valuation 
Cost  Approach  Income  Ap¬ 
proach 

J.M.  Schneider  Limited  and  the 
Regional  Assessment  Commis¬ 
sioner,  Region  #21  and  the  City  of 
Kitchener  (A. R.C.  Dec/78) 


Section  90  (2)  Condominium 
Keywords:  Similar/Vicinity 

Residential  Property  Assess¬ 
ment  to  Market  Value  Ratios 

George  H.  Schmidt  and  the 
Regional  Assessment  Commis¬ 
sioner,  Region  #12  and  the  Corpora¬ 
tion  of  the  Borough  of  Etobicoke 
(O.M.B.  Dec/78) 


Section  97  Suspension  sec  82-95 
Keywords:  Assessment  Frozen 
Roll 

Taylor  McFarlan  and  the  Regional 
Assessment  Commissioner,  Region 
#30  and  the  Corporation  of  the 
Towship  of  Assiginack  (O.M.B. 
Nov/78)  □ 
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The  Courts  Look 
at  Section  86 


Elaine  N.  Norval 
Assessment  Standards  Branch 


In  the  past  few  years  the  courts  have  set  out  the 
principles  involved  in  achieving  equity  without  the 
benefit  of  market  value  assessment. 

The  cases  heard  under  these  principles  have  resulted 
in  a  working  interpretation  of  the  terms:  equity,  similar 
and  vicinity  under  Section  86  and  Section  90  of  The 
Assessment  Act  R.S.O.  1970,  as  amended. 

Section  86  deals  with  the  question  of  equity.  Issues 
under  ''similar''  and  "vicinity”  were  addressed  in 
Aspects  #26,  "Where  Does  Similarity  Begin  and  End?" 

In  view  of  the  Minister's  decision  to  permit 
municipalities  to  pass  resolutions  requesting  the 
Regional  Assessment  Commissioners  to  introduce 
equity  of  assessment  within  property  classes  under 
Section  86,  it  is  particularly  timely  at  this  point  to 
consider  the  Courts'  interpretation  of  Section  86. 

Section  86 

(e)  subject  to  Subsection  2,  the  assessment  roll  of  a  Municipality  to  be 
returned  in  the  year  1978  shall  be  the  assessment  of  all  real 
property  as  set  forth  in  the  Assessment  Roll  returned  for  the  year 
1977  for  taxation  in  the  year  1978  as  amended,  added  to  or 
otherwise  altered  up  to  the  3rd  Tuesday  following  the  first  day  of 
December,  1978  provided  that  where  the  assessor  is  of  the  opinion 
that  an  assessment  to  be  shown  on  the  assessment  roll  to  be 
returned  for  the  years  1974.  1975,  1976,  1977  or  1978  is 
inequitable  with  respect  to  the  assessment  of  similar  real  property 
in  the  vicinity,  the  assessor  may  alter  the  value  of  the  assessment  to 
the  extent  necessary  to  make  the  assessment  equitable  with  the 
assessment  of  such  real  property. 

How  have  the  Courts  viewed  Section  86?  There  are 
two  points  to  consider  at  this  time.  First,  there  have  not 
been  many  appeals  under  Section  86.  (This  may  change 
with  the  number  of  Regions  returning  under  Section  86 
this  year.)  The  second  point  to  consider  is  that  there  has 
not  been  an  appeal  regarding  this  section  heard  under  a 
higher  court  such  as  the  Supreme  Court  of  Ontario. 

The  appeals  that  have  been  heard  have  dealt  with  the 
issues  of  comparability  and  vicinity  under  Section  86. 

Comparability 

The  first  appeal  of  note  was  in  1976  in  the  case  of 
Shell  Canada  and  The  Regional  Assessment 


Commissioner,  Region  #12,  and  the  Corporation  of  the 
Borough  of  Etobicoke,  (O.M.B.  March  1976).  The 
appeal  was  allowed,  and  the  assessment  reduced 
accordingly. 

The  subject  property  was  a  Shell  service  station  and 
gas  bar  in  Etobicoke  near  the  Queen  Elizabeth  Way  and 
the  West  Mall. 

Both  the  appellant  and  the  respondent  provided 
comparable  properties  in  the  vicinity  which  indicated 
that  the  subject '  property  was  overassessed  by 
comparison  and  therefore  an  inequity  in  assessment 
existed. 

The  Board  at  the  hearing  dealt  in  great  depth  with  the 
properties  offered  as  comparables.  There  was  no 
discussion  as  to  the  legality  of  the  use  of  Section  86  to 
achieve  equity  among  similar  properties  in  the  vicinity, 
but  rather  a  concern  regarding  the  properties  offered  as 
comparables. 

Another  appeal,  York  Condominium  300  and 299  and 
the  Regional  Assessment  Commissioner,  Region  #14 
and  the  Town  of  Markham  (C.C.J.  January  1978),  was 
dismissed. 

While  there  were  two  issues  in  the  appeal,  only  one 
relates  to  the  issue  of  comparability. 

Was  the  assessor  correct  in  using  1975  sales  of  single¬ 
family  residences  in  the  vicinity  as  the  basis  for  arriving 
at  the  appropriate  1976  assessments  of  condominium 
apartments  and  townhouses? 

The  appellants  felt  they  had  been  assessed  on  an 
improper  basis,  and  that  the  sales  were  not  all  in  the 
vicinity  of  the  appellants'  condominium  within  the 
meaning  of  that  word  in  Section  90(2)  of  The 
Assessment  Act. 

One  must  consider  the  wording  of  Section  90(2)  of 
The  Assessment  Act. 

Section  90(2) 

For  the  purpose  of  Subsection  1  and  of  Section  86  where  a 
residential  assessment  is  made  with  respect  to  a  unit,  as  defined  in 
The  Condominium  Act,  a  proposed  unit  as  defined  in  that  Act,  or  a 
unit  or  suite  in  the  building  of  a  co-operative  housing  corporation, 
the  value  at  which  such  unit,  proposed  unit  or  suite,  shall  be  assessed 
shall  be  based  on  the  same  proportion  of  market  value  thereof  as 
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that  at  which  other  occupied  single  family  residences  in  the  vicinity 

are  assessed . 

In  the  appeal  the  Regional  Assessment  Commissioner 
submitted  that,  in  reading  Section  90(2)  of  The 
Assessment  Act,  that  section  must  be  read  with* 
Section  90(  1 )  and  Section  86. 

Judge  J.  Cornish  stated  he  was  in  agreement  with 
this  reasoning,  and  found  the  assessors  to  be  correct  in 
using  the  1975  sales  to  calculate  their  assessment  to 
sales  ratios. 

One  appeal  which  challenged  the  use  of  Section  86 
was  Preferred  Homes  Limited  and  The  Regional 
Assessment  Commissioner,  Region  HI  4  and  the 
Township  of  Georgina  (A.R.C.  June  1977).  The  appeal 
was  allowed  on  the  grounds  that  additions  to  the 
collector's  roll  should  have  been  made  under  Section 
43,  not  Section  86  of  The  Assessment  Act. 

The  appeal  involved  increases  to  the  assessment  on 
each  of  four  properties  when  two  buildings  were 
considered  90%  complete.  The  appellant  contended 
that  the  buildings  should  not  have  been  added  to  the 
roll  until  they  were  occupied. 

This  appeal  resulted  in  Section  86(2)  being  added  to 
The  Assessment  Act  in  November,  1977.  The 
subsection  permits  the  Division  to  add  to  the  roll  for  the 
current  year  any  new  properties  completed  but  not  yet 
occupied.  Section  43  permits  only  a  property  that 
commences  to  be  used  for  any  purpose,  to  be  added  for 
the  current  year's  collector's  roll. 

The  case  was  appealed  by  the  Assessment  Division  to 
the  Supreme  Court  of  Ontario,  for  a  ruling.  The  appeal 
was  allowed.  No  legal  clarification  was  made  at  this 
level  as  the  respondents  in  this  appeal  [Preferred  Homes 
Limited)  and  the  representative  of  the  Township  of 
Georgina  did  not  appear  at  the  hearing,  although  both 
were  served  with  a  Notice  of  Return  of  Motion. 

Vicinity 

The  appeals  discussing  vicinity  in  relation  to  equity  of 
assessment  deal  with  merged  areas. 

The  appeal  involving  Kenneth  Bagnall  and  the 
Regional  Assessment  Commissioner,  Region  #13  and 
the  Corporation  of  the  Town  of  Uxbridge  (O.M.B.  June 
1978);  8  O.M.B. R.  310  was  dismissed. 

This  appeal  considered  a  residential  property  in 
Uxbridge.  The  question  which  arose  was,  ''What  is 
vicinity?''.  Can  properties  outside  political  boundaries  of 

‘court's  emphasis 


the  old  municipality,  but  inside  the  new  political 
boundaries,  be  considered  in  the  vicinity?  Uxbridge  was 
incorporated  into  Regional  Government  on  January  1st, 
1974. 

The  appellant  argued  that  the  Regional  Assessment 
Commissioner  did  not  take  into  consideration  similar 
properties  in  close  proximity  but  located  outside  the 
political  boundaries  of  the  old  municipality. 

The  Board  accepted  the  concept  that  vicinity  is 
defined  as  that  which  is  limited  to  the  municipal 
boundaries  at  the  time  the  assessment  made  was 
frozen.  The  Board  went  further  and  stated  that  "no 
precedent  is  cited  to  indicate  that  such  boundaries  are 
crossed  in  a  case  wherein  residential  properties  such  as 
this  are  assessed". 

This  interpretation  related  closely  to  the  wording  of 
Section  64(2)  of  The  Assessment  Act  before  it  was 
amended  (S.O.  1974  c. 47  s. 2). 

The  section  now  reads  "at  which  similar  lands  in  the 
vicinity  are  assessed".  It  used  to  read,  "at  which  similar 
lands  in  the  municipality  are  assessed". 

In  the  final  appeal  to  be  discussed,  Peel 
Condominium  Corporation  1976,  and  the  Regional 
Assessment  Commissioner,  Region  #15  and  the 
Corporation  of  the  City  of  Brampton  (O.M.B. 
November  1978),  the  Board  referred  to  the  Bagnall 
decision  in  discussing  the  appeal. 

The  issue  under  appeal  was  equity  of  similar 
properties  in  the  vicinity.  The  appellants  contended  that 
the  32  condominium  units  were  "out  of  line  with 
assessments  for  condominium  units  in  the  general 
area”.  The  appellants  sought  a  reduction  in  assessment 
for  this  reason.  The  Regional  Municipality  of  Peel  was 
incorporated  in  1973.) 

In  quoting  the  decision  of  the  Board  in  the  Bagnall 
appeal,  Mr.  V.M.  Singer  Q.C.  stated  that  the  concept  of 
vicinity  outlined  in  the  Bagnall  appeal  by  Mr.  Dyer  fits 
the  facts  of  this  particular  appeal  and  for  this  reason  the 
appeal  was  dismissed.  The  assessor  must  consider 
vicinity  to  mean  the  areas  circumscribed  by  the  former 
municipal  boundaries  at  the  time  of  the  assessment  and 
before  the  new  municipalities  were  created. 

In  the  Final  Analysis 

The  courts  view  of  Section  86  of  The  Assessment  Act 
is  very  closely  linked  with  the  interpretation  of  Sections 
90(1)  and  90(2).  The  definitions  of  equity,  vicinity  and 
similar  in  Section  86  are  inter-dependent  on  the  courts 
interpretation  of  Section  90(1 )  and  Section  90(2).  □ 
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The  New  File:  Its  Purpose  and  Potential 

Aspects  Interviews  Lester  Boivin  and  Peter  Meier 


Administrative  Aspects  of  the  New  System 

Lester  Boivin 

Co-ordinator,  Field  Operations  Branch 


Aspects 

Why  is  a  new  data  system  needed  at  this  particular 
time? 

Mr.  Boivin 

There  are  several  reasons  for  going  to  a  new  data  system 
now  and  the  first  that  comes  to  mind  is  that  the  old 
system  operated  from  two  separate  files  —  SAS  and 
VAL  — with  unacceptable  inefficiency.  The  new  system 
combines  the  information  from  these  two  files  into  one.  It 
should  be  remembered  that  the  old  SAS  was  installed 
several  years  ago  during  a  period  when  the  prime  concern 
was  to  computerize  a  variety  of  existing  assessment 
records  and  the  system  was  designed  accordingly. 

Over  the  years,  the  information  on  our  files  has  been 
improved  and  expanded.  The  need  for  a  new  system  is 
consistent  with  the  increased  requirements  for  efficient 
storage  and  economic  retrieval  capabilities  that  could  not 
be  met  otherwise.  Also,  in  addition  to  the  strictly 
electronic  type  of  improvements  over  the  old  system,  the 
new  system  embodies  new  and  proven  concepts  in 
assessment  record  keeping.  Various  codes  have  been 
redefined  so  that  meaningful  application  is 
straightforward.  Standardization  of  name,  street  address, 
short  descriptions  and  mailing  address  formats  are  part 
and  parcel  of  the  new  system  as  well. 

Aspects 

What  are  the  major  advantages  and  benefits  of  the  new 
data  system: 

a)  for  the  field  assessor? 

b)  for  the  Assessment  Division? 

Mr.  Boivin 

The  advantages  and  benefits  of  the  new  system: 

a)  To  the  field  assessor,  it  means  a  vastly  improved 
assessment  tool  in  which  he  is  a  participant  in  its  use 
not  simply  the  recipient  of  unwanted  reports 
compiled  by  strictly  computer  oriented  people.  The 
new  system  provides  an  Assessors’  Handbook  that 
contains  all  the  input  rules,  codes,  examples  and 
information  sufficient  to  create  and  maintain 
assessment  records.  While  the  rules  are  exacting, 
they  are  clear  and  the  application  is  simple.  The  File 
Record  Sheet  combines  the  old  ADS  and  VDS  and 
provides  the  assessor  with  all  file  information 
previously  requiring  two  sheets  with  the  associated 
filing  problems. 


The  update  procedure  has  been  streamlined  with 
the  introduction  of  the  Data  Entry  Form  which  is  a 
standard,  disposable  form  used  by  assessment  staff 
for  updating  the  file.  The  new  system  edits  provide 
an  improved  and  informative  listing  of  errors  for 
efficient  correction.  Every  assessor  is  assured  of  an 
efficient  record  keeping  facility  that  is  tailored  to  his 
needs  in  a  systemized  procedure.  Various  reports  that 
enable  the  assessor  to  carry  out  what  would  otherwise 
be  tedious  to  compile  are  quickly  produced  by  the 
system . 

b)  The  results  of  the  improved  facilities  provided  to  the 
assessor  by  the  new  system  is  what  the  Assessment 
Division  is  looking  at.  In  addition  to  all  the  statutory 
obligations  of  the  Division,  there  is  an  ever  increasing 
demand  for  various  reports  dealing  with  Planning, 
Educational,  Municipal  and  Provincial 
undertakings.  As  well  as  producing  these  reports,  the 
system  is  designed  to  perform  more  economically  and 
provide  a  variety  of  reports  that  are  necessary  in  the 
functions  of  the  Division  itself. 

Aspects 

Would  you  please  elaborate  on  the  benefits  to  be 
derived  from  merging  the  SAS  and  VAL  information 
into  one  combined  file? 

Mr.  Boivin 

Formal  conversion  to  the  new  system  (by  computer)  is  a 
two  phase  operation  requiring  that  the  two  files  be 
“merged”  before  the  actual  conversion  to  the  new  system 
is  made.  The  immediate  advantage  is  that  errors  in  both 
SAS  and  VAL  files  that  had  gone  undetected  for  a  long 
time  were  brought  to  light  by  the  edits  of  the  merge 
program.  Considerable  programming  by  Assessment 
Division  staff  went  into  the  merge  phase  including 
facilities  to  effectuate  mass  corrections  of  errors 
electronically.  Standardizing  and  various  “re-stringing” 
of  data  procedures  were  used  to  achieve  this  large  scale 
correction  to  both  files  that  would  have  been  quite  out  of 
the  question  to  do  manually  in  terms  of  time,  money  and 
staff  available  for  the  project. 

Aspects 

Are  there  any  disbenefits? 

Mr.  Boivin 

This  is  not  a  word  with  which  I  am  familiar.  However,  if 
it  means  what  I  think  it  does  .  .  .  NO. 
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Aspects 

Valuation-related  information  for  multi-res., 
commercial,  industrial,  etc.  properties  will  be  included 
on  the  new  file.  When  will  this  information  be  put  into 
the  file? 

Mr.  Boivin 

At  the  moment,  the  file  contains  physical  information  for 
farm  property  and  houses  up  to  six  plexes  and  vacant 
land.  We  estimate  that  this  represents  something  along 
the  order  of  75-80%  of  the  properties. 

The  other  types  of  property  can  be  added  to  the  file  as 
other  priorities  permit,  probably  on  an  “on  going”  basis. 
However,  this  is  a  question  best  answered  by  someone 
else.  The  point  is:  the  facility  to  add  to  the  file  is  built 
into  the  system  and  input  can  start  as  soon  as  the  update 
program  is  operational  in  the  Regional  Offices. 

Aspects 

How  will  this  benefit 

a)  the  Division? 

b)  the  field  assessor? 

Mr.  Boivin 

Of  benefit  to  the  Division  is  the  fact  that  this  provides  a 
complete  inventory  of  data  for  every  property  in  the 
province  and,  since  the  information  is  readily  retrievable, 
can  be  made  available  to  the  assessor  in  formats  that  he 
requires  to  do  his  job. 

Aspects 

Will  the  new  system  increase/decrease  the  paper  flow 
in  the  regional  office? 

Mr.  Boivin 

The  new  system,  together  with  the  attendant  policies  in 
its  use  make  it  essential  for  Regional  Office  staff  to 
discontinue  using  the  variety  of  “bootleg”  forms  as  was 
the  case  previously.  There  is  only  one  standard  form  with 
which  to  input  data  and  that  is  called  the  DATA  ENTRY 
FORM.  There  is  also  only  one  standard  office  record 
called  the  FILE  RECORD  SHEET  which  is  a  computer 
printout  that  is  generated  by  the  update.  The  forms  are 
substantially  identical  insofar  as  provisions  for  property 
characteristics,  codes,  occupancy,  taxing  data  and  such. 

Aspects 

How  will  it  affect  the  neighbourhood  assessor? 

Mr.  Boivin 

The  new  system  is  specifically  designed  to  revolve  around 
the  neighbourhood  assessor  concept.  Indeed,  the 
Assessment  Master  File  is  now  numbered  sequentially 
within  neighbourhoods  rather  than  in  ascending  roll 
number  order  as  before.  Shipments  of  printouts  from 
Queen’s  Park  Computing  Branch  arriving  at  Regional 
Offices  are  packaged  “by  neighbourhood  bundles”  if  you 
will.  The  point  is  that  whether  the  shipment  is  a  complete 
print  out  of  FRS  —  update  error  report,  Enumeration 
MEN  or  other  reports  intended  for  the  neighbourhood 
assessor,  that’s  where  it  goes.  No  doubt  about  it,  the 
neighbourhood  assessor  is  getting  his  fair  share  of  the 
benefits  obtainable  from  the  new  system. 

Aspects 

How  much  of  the  assessor's  time  will  be  saved  through 
the  use  of  the  reference  number? 


Mr.  Boivin 

I  would  expect  that  this  will  vary  and  be  proportionate  to 
the  update  activity  in  a  Regional  neighbourhood. 
However,  it  does  take  less  time  to  write  up  a  9  digit 
number  compared  to  one  of  19  digits.  The  effect  of  this 
perhaps  small  savings  in  the  assessor’s  time  is  of  course 
repeated  at  the  keypunch  machine.  That  is  not  however, 
the  prime  purpose  of  the  reference  number,  which  is 
intended  to  identify  each  primary  or  subordinate  roll 
entry  in  a  given  neighbourhood.  Equally  important,  it  is 
a  safety  check  feature  which  prevents  incorrectly  entering 
data  on  a  roll  entry  other  than  that  for  which  it  is 
intended. 

Aspects 

What  type  of  valuation  reports  will  be  made  available 
from  the  new  system? 

Mr.  Boivin 

The  system  can  provide  almost  unlimited  extracts  and  in 
various  formats  useful  in  the  valuation  process. 

Aspects 

How  much  potential  is  there  for  expansion  and 
modification  of  the  existing  data  elements? 

Mr.  Boivin 

Without  pretending  to  know  exactly  what  the 
ramifications  of  expansion  of  the  data  elements  might 
involve,  some  of  the  data  elements  are  set  up  on  tables  in 
such  a  manner  that  some  modifications  are  possible.  For 
example,  there  is  a  table  of  standard  format  names  for  all 
levels  of  government.  This  is  a  case  where  names  can  be 
added,  changed  or  deleted  with  little  or  no  problem.  I 
might  say  in  passing  though,  that  the  new  system  was 
developed  to  take  into  account  and  reflect  all  the 
expansion  and  modification  needs  that  came  to  light  over 
the  past  several  years  from  experience  gained  in  using  the 
old  system.  Certainly  the  question  of  flexibility  was  an 
important  one  in  the  structural  design  and  it  now  remains 
to  be  seen  how  well  it  reacts  to  demand. 

Aspects 

The  clerks  are  being  organized  on  a  geographic  basis 
within  the  regional  office  structure.  Will  this  be 
complementary  to  the  new  system? 

Mr.  Boivin 

Assessment  clerks  have  played  a  very  important  role  in 
assessment  record  keeping  over  the  past  several  years.  In 
fact,  in  most  instances,  the  Services  Manager  and  his  little 
brigade  of  clerks  performed  practically  all  record 
maintenance,  and  found  ways  and  means  of  dealing  with 
the  imperfections  of  the  old  system. 

Given  the  clear-cut  input  rules  of  the  new  system 
together  with  their  background  with  records,  assessment 
clerks  will  no  doubt  at  all,  prove  to  be  a  real  asset,  and, 
yes,  complementary  to  the  new  system  in  this  re¬ 
organized  situation. 

Aspects 

A  smaller  subset  of  the  file  is  produced  by  the  copy 
program  for  use  by  municipalities  and  certain  regional 
governments  for  tax  and  planning  purposes.  What  is 
the  attitude  of  the  Division  toward  outside  use  of  our 
file?  Have  we  now  defined  the  extent  of  the  outside  use 
or  are  we  still  entertaining  data  requests? 
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Mr.  Boivin 

When  you  refer  to  “a  smaller  subset  of  the  file”  you  are  of 
course  referring  to  our  old  tape  copy  program  with  which 
we  supplied  tapes  for  tax  billing  purposes  to 
municipalities  under  the  label  of  “Tax  Tape  Copy”.  By 
the  way,  under  the  old  system  this  is  the  only  tape  copy 
program  we  have  and  it  produced  a  copy  of  the  old  SAS 
file  only.  There  was  never  anything  supplied  to  the 
municipalities  from  the  old  VAL  file.  What  little 
information  there  was  on  the  old  SAS  could  hardly  be 
called  adequate  for  planning  purposes.  Now,  with  the 
new  system,  the  municipalities  will  receive  a  complete 
copy  of  all  releasable  information  on  file,  of  the  year  end 
tape,  contained  on  both  SAS  and  VAL  files  combined. 
Our  Division  is  currently  in  the  course  of  holding 
seminar- type  meetings  with  officials  of  all  local 
governments  to  familiarize  them  with  the  content  of  our 
Assessment  Master  File  and  what  they  can  expect  or  get 
from  us  under  the  new  system.  The  first  such  meeting 
took  place  in  Toronto  in  mid- April  and  there  will  be 
similar  on-going  meetings  with  other  local  government 
officials  throughout  the  next  month  or  as  long  as  it  takes 
to  get  the  message  out. 

Our  staff  is  also  providing  expertise  to  these  officials  on 


such  matters  as  methods  to  keep  down  their  costs  in 
dealing  with  our  expanded  file. 

Aspects 

What  are  your  plans  for  the  future  in  terms  of  the  long 
range  needs  of  the  Division  in  the  area  of  an  E.D.P. 
system? 

Mr.  Boivin 

We  like  to  think,  and  our  observations  under  test 
conditions  warrant  the  statement  that  we’re  there,  in 
both  present  and  long  range  perspectives.  We’re  not 
overlooking  the  possibility  of  having  to  make  adjustments 
from  time  to  time  and,  as  mentioned  earlier,  we  expect 
that  the  built-in  flexability  of  our  new  system  will  take 
care  of  foreseeable  long  range  needs.  This  is  not  to  say 
that  it  is  not  possible  to  construct  a  more  sophisticated, 
more  expensive  system  that  would  provide  instantaneous 
reaction  to  our  problems.  However,  we  are,  after  all, 
using  public  funds  and  our  budgetary  constraints  are 
such  that,  in  our  opinion,  this  new  system  is  sufficiently 
effective  and  fulfills  our  needs  at  a  price  that  we  are 
willing  and  able  to  pay.  □ 


Technical  Aspects  of  the  New  System 


Peter  Meier 

Executive  Assistant  E.D.P. 
to  the  Executive  Director 


Aspects 

What  were  the  main  technical  motivations  for 
developing  the  new  data  system? 

Mr.  Meier 

The  number  one  motivation  was  the  problems  with  the 
previous  system.  There  were  two  files  and  from  an 
efficiency  point  of  view,  this  is  not  the  best  way  to  handle 
things. 

Another  problem  is  that  roll  re  numbering  was  never 
an  option  of  the  Valuation  File.  Anytime  a  numbering  or 
reorganization  of  municipalities  was  done,  we  were 
always  stuck  with  the  old  number  on  VAL  and  the  new 
one  on  SAS.  The  only  method  of  bringing  the  files  in  line 
was  to  repunch  the  whole  Valuation  File. 

I  think  a  more  important  everyday  consideration  is  the 
fact  that  the  systems  themselves  were  not  routine.  They 
often  were  not  working  on  a  day-to-day  basis,  and  were 
not  always  on  time.  Finally,  the  anticipated  changes  in 
legislation  with  section  86  or  market  value  assessment  had 
to  be  handled.  The  old  system  was  not  able  to 
accommodate  either  partial  returns  (86)  to  market  value, 


or  returns  to  market  value,  or  changes  in  assessment  or 
taxation  policies.  These  kinds  of  proposals  necessitate 
additional  information  on  the  rolls  which  would  have 
meant  reprogramming  anyway.  So  we  looked  at  the  cost 
of  taking  the  basic  system  we  had,  with  its  inherent 
problems,  and  modifying  it  to  accommodate  section  86’s, 
or  market  value  returns,  and  determined  that  the  cost  to 
do  that  is  basically  the  same  as  starting  off  with  a  new 
system. 

Aspects 

Has  each  of  these  problems  that  you  have  addressed 
been  corrected  by  the  new  system? 

Mr.  Meier 

Yes.  It  is  unrealistic  to  say  you  are  going  to  put  in  a  new 
system  which  has  taken  two  or  three  years  to  develop  and 
expect  no  hitches.  However,  the  approach  for  designing  it 
was  an  enlightened  approach.  Instead  of  designing  the 
roll,  notice  and  update  programme  separately  we 
designed  the  entire  system  as  a  complete  entity.  All 
programmes  were  considered  integral  parts  of  the  new 
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system.  This  is  much  more  effective  than  starting  off  with 
a  piecemeal  approach. 

The  success  of  the  new  system  also  depends  upon 
execution  in  the  field,  for  although  you  can  give  adequate 
tools  to  an  operation,  if  they  are  not  properly  used,  the 
system  will  fail.  It  is  not  a  computer  problem;  it’s  a  people 
problem.  Assessment  staff  are  getting  good  tools  and  I 
think  this  system  has  been  well  thought  out. 

Aspects 

In  terms  of  the  specific  problems,  for  example  the 
problem  of  the  routines,  is  there  a  lot  more  flexibility  in 
the  new  system? 

Mr.  Meier 

Flexibility  really  involves  two  points.  Number  one:  does 
the  system  allow  the  running  of  programmes  at  any 
particular  time  throughout  the  year?  The  answer  to  that 
is  yes.  And  the  main  reason  is,  going  back  to  market  value 
and  section  86,  who  knows  when  those  things  are  going  to 
be  required?  So  you  have  to  be  ready  to  do  anything  at 
anytime,  anywhere,  under  any  conditions.  But  as  soon  as 
you  use  the  word  ‘any’,  right  away  your  costs  start 
escalating,  because,  for  example,  if  you  start  running 
rolls  one  municipality  at  a  time,  your  processing  charges 
would  be  astronomical.  The  second  point  is  that  although 
the  new  system  pretty  well  allows  unlimited  flexibility  as 
far  as  timing  and  sequence  of  jobs  are  concerned,  there  is 
an  administrative  viewpoint  which  limits  costs.  The 
budget  has  steadily  decreased  over  the  last  two  or  three 
years  and  we  are  faced  with  a  situation  where  everybody 
wants  more  service,  but  there  is  less  money  available  to 
work  with,  and  costs  for  computer  time  are  rising. 

Aspects 

From  a  technical  standpoint,  what  are  the  major 
advantages  of  the  new  system  over  the  old?  What,  if 
any,  are  the  disadvantages? 

Mr.  Meier 

The  main  concern  in  designing  the  system  was  to  try  and 
resolve  all  of  the  known  drawbacks  of  the  old  system.  I 
think  a  good  percentage  of  the  requirements  of  the 
Assessment  Division  were  being  met  by  the  old  system. 
We  had  to  produce  a  roll;  we  had  to  produce  a  notice; 
and  we  had  to  produce  a  MEN  form.  But  although  the 
jobs  were  getting  done,  many  problems  were 
encountered. 

There  are  a  number  of  changes  incorporated  into  the 
new  system.  The  first  is  that  the  file  has  a  completely 
different  structure.  We  have  one  file  instead  of  two  and 
that  takes  some  kind  of  orientation  to  get  used  to. 
Number  two  is  that  the  data  is  organized  in  a  different 
manner,  even  though  some  of  the  elements  are  identical. 
People  have  to  get  use  to  this  different  organization. 
Number  three  is  that  while  the  elements  are  identical  in 
some  cases,  the  actual  values  or  the  codes,  may  have 
changed.  For  example,  the  property  code  is  still  a  three- 
digit  number  but  the  actual  number  of  codes  has 
changed  significantly.  Number  four  is  that  the  meaning 
of  some  elements  has  been  expanded.  For  example,  the 
property  code  now  takes  into  account  commercial, 
industrial,  institutional,  and  exempt. 

With  the  merging  of  the  Valuation  File  with  the  SAS 
file,  there  should  be  a  different  attitude  in  the  office 
towards  workload  and  work  planning.  This  brings  me  to 
the  neighbourhood  assessor  concept  which  was 


implemented  at  the  same  time  and  around  which  the  new 
system  is  designed.  If  we  are  going  to  implement  the 
neighbourhood  system,  we  have  to  design  our  offices 
around  it.  The  File  is  organized  by  neighbourhood  and 
that  is  going  to  involve  a  change  for  the  people  in  the 
field. 

Another  advantage  is  that  more  information  will  be 
provided  to  municipalities,  planning  boards  and  regional 
governments.  The  Division  is  prepared,  at  the  end  of  this 
year  (1979  for  1980),  to  release  Valuation  and  SAS 
information  to  every  municipality  that  requests  it. 

The  main  disadvantage  of  the  new  system  is  that 
nobody  likes  change  and  it  will  take  good  education, 
plenty  of  patience,  and  a  lot  of  practice  to  get  used  to  it. 
A  year  from  now  it  will  be  “status  quo”  and  eventually 
nobody  will  want  to  revert  to  the  old  ways. 

Aspects 

Will  the  costs  of  operating  the  new  system  be  an 
advantage  or  disadvantage;  is  it  less  costly  to  run  the 
new  system  or  more  costly? 

Mr.  Meier 

I  think  the  benefits  and  the  peace  of  mind  that  the  new 
system  will  provide  will  be  well  worth  the  minor  problems 
of  getting  from  where  we  are  now  to  where  we  are  going 
to  be  in  the  near  future.  The  money  is  being  spent  wisely 
and  certainly  any  municipality  that  will  be  getting  the 
information  agrees  with  that.  Most  of  the  offices  will  see 
that  it  will  improve  their  ability  to  get  things  done. 

Aspects 

During  the  test  period,  what  kinds  of  problems  did  you 
run  into?  How  were  they  resolved? 

Mr.  Meier 

We  are  in  the  test  period  now  and  no  major  problems 
have  been  experienced. 

Aspects 

It  is  true  that  the  merge  is  pretty  well  finished? 

Mr.  Meier 
It  is  finshed. 

Aspects 

There  were  no  problems  that  you  ran  into? 

Mr.  Meier 

No.  The  conversion  to  the  update  programme  is  being 
handled  by  the  Management  Systems  Branch.  We  are  in 
the  process  right  now  of  insuring  that  their  programmes 
work. 

Aspects 

We  understand  that  in  some  regions,  considerable 
corrections  had  to  be  made.  Are  you  saying  then  that 
this  was  completely  expected  and  there  were  absolutely 
no  surprises? 

Mr.  Meier 

Yes,  the  volumes  of  errors  were  anticipated.  I  don’t  know 
if  I  would  call  them  errors,  as  the  items  highlighted  were 
things  that  often  were  never  edited  before.  The  problems 
were  a  result  of  our  overall  review  of  assessment  needs  and 
priorities.  For  example,  in  the  past  you  didn’t  need  a 
short  description  on  a  property.  Some  people  did;  some 
people  didn’t.  The  object  of  the  exercise  was  not  a  make- 
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work  project  but  an  attempt  to  standardize  our  data 
throughout  the  province  based  on  our  accumulated 
experience.  We  have  come  to  learn  a  lot  about  what  our 
data  requirements  are.  We  are  making  the  new  system 
sensitive  to  those  requirements  and  demands.  I  think  that 
the  Division  has  taken  a  stance  on  what  is  required  and  I 
think  it  is  defensible. 

In  implementing  the  new  system,  a  significant  number 
of  changes  that  were  made  were  done  ahead  of  time 
without  one  stroke  of  keypunching,  without  any  effort  or 
analysis  by  the  Regional  Offices.  The  work  in  the  field 
occurred  because  we  couldn’t  do  some  things  on  the 
computer.  A  lot  of  this  work  involves  valuation  pro¬ 
cedures.  —  for  example,  the  isolation  of  additive 
R.C.N.L.D.  which  certain  offices  didn’t  have  in  the  past. 
The  decision  was  made;  a  policy  has  been  established  and 
as  a  result,  work  had  to  be  invested  to  standardize  our 
whole  operation. 

In  summary,  the  majority  of  the  so-called  “errors”  were 
the  result  of  changes  in  policies  and  clarifications  of 
standards  and  procedures.  The  uniform  changes  were 
all  handled  by  machine.  While  some  offices  had  a  very 
large  volume  of  corrections  on  an  individual  basis,  others 
had  hardly  any  sheets  to  correct.  It  varied  according  to 
the  location,  history  of  the  office,  and  also  the  types  of 
properties. 

Aspects 

Talking  about  the  new  file,  we  talked  about  merge  and 
conversion.  Could  you  define  what  you  mean  by  each 
of  those  terms? 

Mr.  Meier 

We  arbitrarily  defined  two  stages  in  the  process  of 
establishing  the  new  system.  The  first  process  we  called 
‘merge’.  It  involves  combining  both  the  old  SAS  File  and 
the  old  Valuation  File  into  one  file  and  taking  each  field 
and  converting  it  over  to  the  standards  and  the  format  of 
the  new  system.  The  ‘conversion’  step  takes  that  file  and 
any  updates  the  office  has  done  and  reforms  it  into  a  new 
master  file.  This  conversion  prints  the  file  record  sheets 
for  every  property.  Conceptually,  the  merge  and  the 
conversion  go  together  and  should  be  considered  more  a 
sequence  of  steps  than  a  series  of  separate  tasks.  The 
conversion  is  the  final  step  that  takes  everything  that  has 
been  cleaned  up,  standardized  according  to  the  new  rules 
and  merged  from  the  old  file,  and  creates  a  new  file  out 
of  it.  This  file  will  be  your  master  file.  After  conversion, 
the  system  becomes  routine  and  you  can  update,  make 
changes  and  create  new  entries  with  new  values,  new 
names  and  supplemental. 

Aspects 

Where  does  putting  additional  data  into  the  system  for 
properties  not  included  in  the  Valuation  File  come  in  the 
process? 

Mr.  Meier 

Realistically,  I  think  this  is  something  that  will  be  done  in 
the  office  when  they  have  the  time.  Certainly  some  of  this 
is  available  now  and  some  offices  are  taking  advantage  of 
a  slacker  period  at  the  beginning  of  the  year  by 
documenting  the  information  and  putting  it  through  on 
the  new  system.  An  example  is  the  property  code.  I  think 
every  office  that  has  gone  through  the  merge  process  has 
inserted  a  property  code  on  each  and  every  property. 
Other  elements  will  take  longer  to  code  onto  the  file. 


Aspects 

What  work  remains  to  be  done  on  the  file  and  where  are 
we  in  the  process  generally  speaking? 

Mr.  Meier 

We  are  at  the  stage  now  of  converting  the  files.  We  have 
gone  through  some  sample  runs  for  two  of  the  regions  at 
this  particular  date  and  we  are  just  in  the  final  stages  of 
testing.  We  don't  want  to  start  finding  major  problems 
half-way  through  converting  all  the  office  files  over  to  the 
new  system.  We  want  to  have  gone  through  those 
problems  first  and  resolved  any  difficulties  and  wrinkles 
that  need  to  be  ironed  out.  The  programmes  are  being 
finalized  now  and  once  this  is  done,  then  we  will  convert 
the  thirty-one  offices. 

Aspects 

What  is  involved  in  developing  reports  to  be  produced 
out  of  the  new  system  and  when  will  these  be  ready? 

Mr.  Meier 

I  guess  the  reports  fall  into  two  categories:  (1)  rolls  and 
notices,  enumeration  reports,  etc.,  and  (2)  reports  for 
section  86,  section  71,  farm  sales  analysis,  and  all  kinds  of 
other  special  research. 

All  the  formal  legislative  reports  have  been 
programmed.  They  are  all  being  tested  and  we’re  pleased 
with  what  we  have.  They  have  been  reviewed  by 
Assessment  Personnel.  Some  changes  have  been  initiated- 
most  of  them  resulting  from  section  86  and  the 
requirements  of  recording  and  issuing  notices.  The 
informal  reports,  the  ones  whose  requirements  differ 
greatly  from  region  to  region,  are  still  being  designed. 
These  reports  are  far  more  easily  handled  in  the  new 
system  than  in  the  old  because  all  the  information  is  in 
one  place  and  it  is  organized  in  a  better  way. 

Aspects 

The  new  system  involves  separate  input/error 
correction  and  file  record  documents.  Could  you  explain 
the  technical  reasons  for  these  two  sheets?  Will  this 
increase  the  paper  records  of  the  Assessment  Division? 

Mr.  Meier 

No,  it  will  not  increase  the  records  of  the  Assessment 
Division.  One  of  the  main  reasons  for  doing  it  this  way  is 
that  it  will  eliminate  about  50%  of  the  paper  which  is  an 
awful  lot  of  paper.  If  you  add  up  the  number  of  ADS  and 
VDS  sheets  in  each  office,  you  get  roughly  8,000,000 
forms.  There  will  be  only  4,000,000  of  the  File  record 
sheets  printed.  That’s  a  saving  of  4,000,000  forms! 

The  File  record  sheet  is  a  working  document.  The 
decision  that  had  to  be  made  was  whether  you  wanted  the 
File  Record  Sheet  to  be  a  ‘turn-around’  document  (like 
the  old  ADS)  or  a  display  sheet  showing  what  is  presently 
on  the  file.  In  the  latter  case,  a  separate  ‘transmittal’ 
sheet  would  have  to  be  used  for  recording  changes  for 
keypunching. 

With  the  mass  of  data  that  we  have,  and  now  with 
emphasis  being  placed  on  the  neighbourhood  assessor,  it 
would  be  very  hard  to  do  work  if  part  of  the  time  sheets 
are  in  keypunching.  As  a  result,  if  the  document  is  used 
as  a  turn-around  item,  there  would  be  no  control.  It 
could  and  would  get  lost  and  time  delays  would  interrupt 
work  schedules.  So  from  that  point  of  view  as  well,  I  think 
it  is  far  more  effective  for  the  neighbourhood  assessor  to 
have  the  FRS  in  his  possession  at  all  times.  That  is  the  way 
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the  system  is  set  up.  When  an  assessor  makes  a  change,  no 
matter  what  change  he  makes,  he  gets  a  new  sheet  for  the 
property,  which  he  then  places  in  his  book,  and  then  he 
knows  the  current  status  of  that  property. 

Another  improvement  is  the  fact  that  we  produce  the 
details  of  up  to  four  tenant  entries  on  one  sheet  whereas 
in  the  past,  if  you  had  an  owner  and  three  tenant  records, 
four  ADS  sheets  would  be  required.  A  great  percentage  of 
tenanted  entries  can  now  be  produced  on  one  sheet.  In 
addition,  you  used  to  get  multiple  ADS  sheets  for 
properties  with  many  names  because  the  ADS  had 
provision  for  only  seven  names.  The  new  sheet  provides 
for  somewhere  in  the  neighbourhood  of  forty  names,  so  if 
you  had  forty  names  on  one  property  such  as  in  a  nursing 
home,  you  can  get  them  all  on  one  sheet  now.  Putting  all 
these  factors  together,  the  FRS  was  a  very  sensible  way  to 

go- 

The  major  disadvantage  is  that  it  is  a  new  concept  and 
it  will  take  some  getting  used  to,  but  I  think  once  our  staff 
gets  accustomed  to  doing  it  this  way,  people  will  wonder 
how  they  ever  got  along  with  two  sets  of  sheets,  two  books 
and  two  forms. 

Remember,  the  FRS  has  been  able  to  get  all  valuation 
information  and  all  SAS  information  and  three  extra 
tenants  all  on  one  piece  of  paper.  It  took  a  lot  of  work  and 
in  certain  areas  I  think  it  is  a  bit  crowded.  As  a  first  try, 
however,  I  think  it’s  very  good.  Certainly,  I  think  there 
will  be  improvements  and  modifications,  but  the  basic 
principle  is  a  sound  one. 

Aspects 

Is  it  correct  in  assuming  that  the  use  of  the  reference 
number  rather  than  the  roll  number  as  the  key  to  the 
properties  on  the  file  will  greatly  reduce  the  amount  of 
keypunching  per  property?  Could  you  explain  this  and 
other  areas  where  the  amount  of  keypunching  has  been 
reduced? 

Mr.  Meier 

As  I  mentioned  earlier,  the  neighbourhood  concept  was 
the  central  core  on  which  the  entire  system  was  built  and 
as  a  result  the  traditional  way  of  ordering  the  file,  by  the 
roll  number,  really  didn’t  apply  anymore. 

Since  neighbourhoods  are  organized  in  such  a  small 
and  workable  blocks  we  wanted  to  find  a  simple,  effective 
way  to  be  able  to:  (1)  have  the  assessor  identify  properties; 
(2)  be  able  to  guarantee  that  nobody  else  can  get  at  his 
file  either  because  of  accident,  mis-keypunching,  or  some 
kind  of  malicious  intent;  and  (3)  control  more  effectively 
the  assessment  and  support  changes  which  affect  tax 
billing  at  the  municipal  level.  We  have  to  structure  and 
organize  things  by  neighbourhood  and  certainly  it  is  a  lot 
easier  for  a  neighbourhood  assessor  to  write  a  six  digit 
reference  number  rather  than  a  19  digit  roll  number 
every  time  he  makes  a  change.  It  is  easier  to  punch,  it  is 
easier  to  control  and  there  are  fewer  errors  because  there 
is  a  built-in  audit  in  the  number  so  that  the  computer 
knows  just  by  looking  at  the  number  and  the 
neighbourhood  whether  it  is  correct.  On  top  of  all  of 
those  things,  it  is  virtually  impossible  for  anybody  by 
accident,  or  by  mistake,  or  by  transposition  without 
criminal  intent,  to  get  access  to  any  other  assessor’s  data, 
either  in  his  office  or  anyone  else’s  office.  In  short,  it 
wasn’t  put  in  as  a  keypunch  saving  measure. 

We  have  had  very  serious  concerns  about  whether  the 
new  system  would  be  accepted.  All  the  offices  have  now 
gone  through  the  education  programme  and  I  have  not 


heard  of  one  where  staff  members  have  had  a  serious 
problem  in  understanding  it. 

Aspects 

I  understand  that  the  new  system  allows  for  coding  of 
information  for  nine  structures  per  property.  What 
happens  if  there  should  be  more  than  nine  structures? 
Can  this  be  handled  by  the  new  system? 

Mr.  Meier 

The  system  handles  the  nine  predominant  structures  on 
any  property.  The  reason  this  decision  was  made,  I  think, 
was  because  there  has  to  be  some  kind  of  effective  limit. 
Are  you  going  to  make  provisions  for  100,  1,000,  or  is 
there  some  reasonable  limit? 

Aspects 

How  much  potential  is  there  for  expansion  and 
modification  of  the  existing  data  elements? 

Mr.  Meier 

Realistically,  in  the  short  term,  we  will  have  to  work  with 
what  we  have  now.  A  lot  of  discussion  with  the  offices  and 
Field  Operations,  went  into  determining  what  the  most 
important  elements  were  and  what  we  wanted  those 
elements  to  mean.  A  decision  had  to  be  made  based  on 
timeliness  and  cost.  I  am  sure  if  a  new  requirement  came 
up  because  of  new  legislation,  we  would  be  able  to  add  it. 
I  do  not  anticipate  any  changes  that  are  likely  to  come  up 
in  the  short  term. 

Aspects 

What  do  you  envision  as  the  future  needs  of  the 
Division  in  the  area  of  E.D.P.  systems?  Do  you  feel  that 
the  new  system  will  be  able  to  handle  these  future 
requirements? 

Mr.  Meier 

That  is  a  self-prophesizing  question,  first  of  all,  because 
the  future  needs  of  the  Assessment  Division  are  supposed 
to  be  handled  by  the  new  system  if  we’ve  done  our  job 
right.  The  system  was  designed  for  a  four  or  five  year 
period  and  this  is  realistically  about  as  far  as  anybody  in 
assessment  in  Ontario  can  make  any  kind  of  definitive 
forecasts.  When  you  start  throwing  around  items  like 
section  86,  market  value,  and  tax  reform,  which  are 
major  pivotal  points  in  the  Division,  you  cannot  even  be 
specific  about  what  those  mean  or  what  impact  they  will 
have.  In  short,  there  are  a  lot  of  question  marks.  What  we 
had  to  do  was  provide  a  system  that  could  be  anything  to 
anybody  and  tbe  new  system  fits  that  bill.  It  allows  people 
to  return  market  value,  to  return  section  86  assessments, 
to  return  tax  reform,  or  to  stay  right  where  they  are.  Also 
it  allows  regional  variance.  So  you  can  have  different 
things  going  on  in  different  offices  —  or  even  in  the  same 
office.  We  also  wanted  the  new  system  to  work  well  on  a 
routine  basis.  People  do  not  want  to  have  to  send  data 
back  and  get  it  rerun  and  they  do  not  like  to  wait  for 
reports.  I  think  the  system  will  satisfy  that  requirement. 
The  proper  tools  are  needed  to  get  the  job  done.  Money 
constraints  in  the  next  short  while  are  going  to  be  a  major 
concern  in  the  Division  and  will  tend  to  limit  the  amount 
of  creative  work  and  research  that  can  be  done.  But  this  is 
not  a  measure  of  the  system,  it  is  more  a  measure  of  the 
policy  in  any  one  particular  year  and  we  all  have  to  live 
within  those  constraints.  □ 
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Dealing  with  Deals: 


The  Income  Approach  to  value  is  one  of  the  methods 
investors  use  to  decide  whether  to  buy  or  sell  an 
investment  property.  Therefore,  a  person  valuing  an 
investment  property  can  use  this  approach  and  the  Cost 
Approach,  when  doing  an  appraisal  of  an  investment 
property. 

The  premise  on  which  the  Income  Approach  is  built 
states  that  a  prudent  investor  would  expect  a  return  of 
the  capital  he  has  invested  over  the  economic  life  of  the 
property.  He  pays  the  price  of  the  property  in  order  to 
receive  future  benefits.  Because  it  is  difficult  to  project 
the  income  stream  over  an  extended  period,  the  Income 
Approach  becomes  a  tool,  which  allows  the  valuer  to 
estimate  market  value  of  a  property  using  the  present 
income  that  the  property  will  produce.  Factors  which 
cause  difficulty  in  making  the  projection  are  inflation, 
rate  of  growth,  risk,  stability  of  the  neighbourhood,  just 
to  name  a  few.  To  overcome  the  effect  of  these  factors 
the  income  generated  over  a  fixed  period  is  used.  This 
time  period,  in  most  cases,  is  a  twelve  month  period. 
This  could  be  a  calendar  year  or  a  fiscal  year  of  in 
extreme  cases  the  accounting  period  used  by  the  firm. 
The  relationship  of  value  and  income  produces  a  ratio 
(price-earnings)  which  allows  the  valuer  to  capitalize  the 
net  income  produced  by  the  property  over  a  time 
period,  to  an  estimate  of  present  worth. 

The  net  operating  income,  which  is  converted  into 
value,  is  that  income  which  is  left  to  the  property  after 
vacancy  and  collection  losses  and  operating  expenses 
are  deducted  from  the  potential  gross  income  the 


Analysing  Income  and 
Expense  Statements 

Henry  Brendel 
Assessment  Standards 
Branch 

Preface 

This  article  is  the  fourth  in  a  series  which  is  directed  to  a 
very  general  dissertation  on  the  valuation  of  real  estate  using 
the  income  approach. 

Credit  is  due  to  Messrs.  C.  Harnanan,  I.  Dean,  J.  Stark,  and 
Mrs.  I.  Harnish,  members  of  the  Income  Group,  all  of  whom 
have  contributed  ideas  and  criticisms  on  the  subject  of  this 
article. 

Special  thanks  also  go  to  the  members  of  the  Task  Forces 
of  the  Field  Operations  Branch  for  their  assistance  in  clarifying 
ideas  and  concepts  presented  herein. 

This  paper,  and  others  in  the  series,  reflect  the  author's 
understanding  and  interpretation  of  the  subjects.  Any 
comments  or  differences  of  opinion  regarding  the  subject 
matter  would  be  most  welcome.  Having  a  dialogue  on  the 
valuation  of  real  estate  is  the  ultimate  objective  of  the  series. 

property  is  able  to  produce.  In  order  to  obtain  a  typical 
market  estimate  of  value,  the  valuer  must  analyse 
comparable  properties  to  determine  typical  market 
income  and  expenses,  such  that  these  factors  reflect  as 
close  as  possible,  the  current  market  conditions. 

When  using  the  Income  Approach,  the  valuer  looks 
at  the  past  and  present  performance  of  the  property. 
This  study  will  indicate  a  pattern  or  trend  in  expenses 
over  several  years  of  the  property's  operating  history. 
Thus,  the  expenses  can  be  stabilized  or  adjusted  if  one 
expense  amount  does  not  follow  a  pattern.  After 
expenses  are  stabilized  a  study  of  comparable 
properties  which  reflect  recent  income  and  expense 
information  is  in  order.  A  typical  expense  ratio  can  be 
applied  to  the  subject  property  to  derive  a  market  net 
operating  income  and  finally  an  estimate  of  market 
value.  The  valuer  must  study  comparable  properties  to 
develop  market  income  and  expenses  for  application  to 
the  subject  property. 

The  steps  required  to  do  an  analysis  using  the  Income 
Approach  are  discussed  in  almost  all  appraisal 
textbooks.  The  thrust  of  this  paper  is  on  the  Income  and 
Expense  analysis.  The  underlying  objective  of  this 
analysis  is  to  produce  typical  ratios  and  units  of 
comparison  which  can  be  applied  to  the  subject 
property. 

To  determine  typical  ratios,  a  measure  of  central 
tendency  (median  or  mean)  is  used.  The  comparables 
used  produce  ratios  of  market  vacancy  and  collection 
losses  and  expenses  which  produce  a  market  net 
operating  income.  These  steps  require  an  analysis  of 
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each  comparable  property.  From  these  analyses  a  range 
of  ratios  are  computed.  A  typical  ratio  must  be  chosen. 
This  may  be  either  the  average  ratio  or  median  ratio. 
The  choice  depends  on  the  distribution  of  the  values 
computed  for  the  sample.  The  ratio  is  then  applied  to 
the  subject  property. 


SHORELINE  APARTMENTS  LTD. 

Statement  of  Income  and  Expenses 
For  Year  Ended  October  1978 


Rental  Income 

$563,820 

Laundry  Service 

4,440 

Parking  Income 

3,400 

TOTAL  INCOME 

Property  Taxes 

$144,572 

Security  Contract  (3  yr.  contract) 

1,800 

Insurance 

1,678 

Salaries  and  Benefits 

18,003 

Depreciation 

71,511 

Hydro  and  Water 

32,048 

Heating  fuel 

40,194 

Repairs  and  Maintenance 

30,171 

Supplies  and  Sundries 

1,868 

Bad  Debts 

300 

Vacancy  Loss 

11,276 

Cleaning 

3,409 

Income  Tax 

10,500 

Advertising  and  Leasing 

802 

Painting  and  Decorating 

4,811 

Concrete  Patio 

700 

3  Refrigerators 

1,000 

Mortgage  Principal 

22,336 

Mortgage  Interest 

121,344 

General  and  Office 

222 

Legal  and  Audit  Fees 

2,768 

Miscellaneous 

926 

Office  space  rental  (Downtown) 

4,300 

New  Roof 

35,000 

TOTAL  EXPENSES  $561,539 

PROFIT  $  10,121 

Figure  I  —  Owner's  Statement,  Comparable  Property 


Potential  gross  income  is  usually  found  by  doing  a 
rental  analysis.  The  steps  involved  were  the  subject  of 
the  third  article  in  this  series.  (Aspects  #21  —  "Deriving 
Market  Rent"  —  Winter  1979).  An  income  return  which 
has  been  received  from  the  property  owner  or  operator, 
generally  contains  the  actual  income  received  and 
actual  expenses  incurred  over  the  time  period  to  which 
it  pertains.  Income  received  may  be  based  on  leases 
which  may  have  been  signed  many  years  ago  or  under 
different  economic  conditions.  Similarly,  expenses 
would  include  actual  payments  for  the  service,  for 
instance  a  3  year  security  contract  paid  in  advance. 
Hence,  the  valuer  needs  to  reconstruct  an  income  and 
expense  statement  that  will  reflect  market  conditions  at 
the  time  of  the  appraisal.  A  sample  of  an  owner's 
operating  statement  for  a  comparable  property  is  shown 
in  Figure  1 . 


Potential  Gross  Income  and 
Vacancy  and  Collection  Losses 

The  first  step  for  the  valuer  is  to  calculate  potential 
gross  income.  Potential  gross  income  is  the  number  of 
dollars  an  investment  property  could  reasonably 
produce  in  today's  market  at  100%  occupancy.  Thus, 
typical  recent  rents  for  investment  space  must  be  found 
from  the  market.  With  the  use  of  rental  analysis  the 
valuer  can  determine  the  maximum  possible  income  the 
property  could  produce  assuming  it  is  fully  occupied. 
Potential  gross  income  is  then  made  up  of  income 
produced  by  recent  rental  payments.  However, 
potential  gross  income  can  also  include  other  income 
that  the  owner  receives.  These  other  sources  of  income 
will  differ  depending  upon  which  property  type  is  being 
valued.  Apartments  produce  income  from  parking, 
sublet  fees,  coin  laundries,  furniture,  health  club  fees 
and  income  from  tuck  shops.  Offices  produce  income 
from  escalation  clauses,1  utility  payments,  parking  and 
vending  machines.  Retail  space,  besides  rental  income, 
can  produce  income  from  escalator  clauses,  overage 
payments2  and  utility  payments,  plus  parking  spaces. 
Thus,  the  valuer  when  deriving  the  total  potential  gross 
income  should  be  aware  of  other  sources  of  income 
besides  rents  and  add  them  to  the  rental  income 
received. 

Total  potential  gross  income  assumes  that  the 
investment  property  is  fully  rented  which  is  rarely  the 
case.  Losses  in  rentals  will  occur  because  of  vacancies 
and  non-collection  of  rents.  In  order  to  reflect  a  typical 
loss  of  income,  the  valuer  should  look  at  the 
comparables  that  he  has  chosen  to  determine  a  typical 
ratio  for  vacancy  and  collection  loss.  This  ratio  can  be 
calculated  by  expressing  the  amount  of  money  lost  due 
to  vacancy  as  a  percentage  of  the  potential  gross 
income  that  the  property  has  produced.  Similarly,  a 
ratio  for  loss  of  rent  due  to  non-collection  and  bad  debts 
can  be  calculated.  Therefore,  for  each  comparable  a 
ratio  for  loss  of  vacancy  and  a  ratio  for  collection  losses 
has  been  calculated.  These  two  ratios  are  added 
together  to  produce  a  total  vacancy  and  collection  loss 
ratio  for  each  comparable  property.  As  an  alternative, 
the  losses  due  to  vacancy,  non-collections  and  bad 
debts  can  be  added  together  and  that  figure  expressed 
as  a  percentage  of  potential  gross  income.  In  order  to 
produce  a  typical  vacancy  ratio  for  the  market,  a  median 
or  mean  ratio  is  derived  from  all  calculated  ratios  of 
comparables.  This  typical  vacancy  and  collection  ratio 
derived  from  the  comparables  is  applied  to  the  potential 
gross  income  of  the  subject  property  to  be  valued. 
Thus,  a  typical  vacancy  amount  is  calculated  for  the 
subject  property.  This  amount  is  deducted  from  the 
potential  gross  income  of  the  subject,  leaving  an 
effective  gross  income. 

In  the  majority  of  income  statements,  the  property 
operator  computes  a  figure  to  represent  vacancy  losses. 
He  reports  the  vacancy  loss  on  the  income  portion  of  his 
statement.  If  he  incurs  losses  due  to  bad  debts  and  non¬ 
collection,  he  regards  these  as  expenses  against  his 
income.  Consequently,  he  will  report  bad  debts  and 
collection  losses  on  the  expense  portion  of  his 
statement.  The  valuer  should  be  aware  that  property 
operators  report  bad  debts  and  collection  losses  if  they 
occur. 

Since  the  object  of  this  analysis  is  to  determine  net 
operating  income  for  the  subject,  the  valuer  must  now 
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analyse  the  operating  expense  statements  of  the 
comparables. 

Operating  Expense  Statement 
Reconstruction 

Operating  expenses  are  those  expenses  which  the 
property  owner  incurs  for  the  upkeep  of  that  property 
so  that  it  will  continue  to  produce  an  income  stream. 
The  valuer  at  this  point  should  examine  carefully  the 
expense  statements  of  his  comparables. 

The  yearly  expenses  of  the  owner  can  usually  be 
found  on  an  accountant's  or  owner's  operating 
statement  which  is  prepared  every  year  for  income  tax 
purposes.  The  owner,  on  his  income  tax  return,  will 
include  amongst  his  expenses,  amounts  for 
depreciation,  interest  on  mortgages,  business  taxes  and 
other  capital  expenditures.  In  reconstructing  the 
owner's  operating  statement,  the  valuer  should  retain 
only  those  expenses  which  relate  to  the  operation  of  the 
property  and  remove  all  others.  He  should  do  a  similar 
reconstruction  for  each  of  his  comparable  properties. 

The  criterion  established  states  that  only  those 
expenses  that  pertain  to  the  upkeep  of  the  property 
should  be  retained.  The  owner  may  contend  that  all 
items  of  expense  that  he  lists  contribute  to  the 
production  of  an  income  stream  from  the  property.  The 
valuer,  however,  must  select  those  expenses  which 
contribute  directly  to  the  operation  of  the  property. 
Most  of  these  expenses  are  of  a  recurring  nature.  The 
most  common  expenses  the  valuer  will  be  studying  in 
an  operating  statement  are: 

—  Cost  of  Heating  Fuel, 

—  Electricity, 

—  Water, 

—  Ventilation/Air-Conditioning, 

—  Snow  Removal, 

—  Maintenance  and  Repairs, 

—  Painting  and  Decorating, 

—  Salaries, 

—  Legal  and  Audit  Fees, 

—  Insurance  Premiums 

—  Supplies  and  Materials, 

—  Administrative  and  Management  Fees, 

—  Property  Taxes, 

—  Miscellaneous, 

to  name  a  few.  In  addition  to  the  items  listed  above,  the 
valuer  should  make  allowances  for  replacing  short-lived 
items  such  as  stoves,  refrigerators  and  water  heaters,  if 
the  owner  has  not  already  made  such  an  allowance.  The 
method  of  arriving  at  an  amount  for  this  item  will  be 
dealt  with  in  the  discussion  on  pro-rating. 

When  the  valuer  studies  the  owner's  return,  he  will 
find  a  number  of  expenses  which  are  not  mentioned  in 
the  above  list,  but  which  may  be  included  in  one  or 
more  of  the  items  listed.  For  instance,  salaries  would 
include  unemployment  insurance,  contributions  by  the 
employer,  health  insurance  fees,  pensions,  sick  leave, 
vacations,  and  in  the  case  of  an  apartment  building  the 
rental  allowance  for  the  caretaker's  accommodation. 
Salaries  also  include  wages  for  janitorial  staff,  security 
guards  and  others  who  maintain  the  property.  Similarly, 
the  administrative  and  management  category  may 
include  accounting  fees,  office  expenses,  advertising, 
rental  collections,  leasing  fees,  commissions  to  rental 
agents  and  wages  for  managers.  Where  no  amount  for 


management  is  given,  the  valuer  must  input  an  amount 
because  someone  has  to  manage  the  property,  be  it  the 
owner  or  the  manager.  From  property  management 
firms  he  can  obtain  the  typical  percentage  of  income 
they  accept  as  a  management  fee.  This  percentage  the 
valuer  applies  to  the  effective  gross  income  of  the 
subject  property  to  determine  an  amount  for 
management  expense. 

Since  the  owner's  operating  expense  statement  is 
prepared  for  income  tax  purposes,  the  valuer  will  find 
expense  items  listed  which  necessarily  do  not 
contribute  to  the  maintenance  of  the  property  and  its 
income  stream.  As  part  of  the  reconstruction  of  each 
statement,  the  valuer  will  find  expense  items  listed 
which  necessarily  do  not  contribute  to  the  maintenance 
of  the  property  and  its  income  stream.  The  valuer 
should  recognize  these  expenses  and  not  use  them. 

Some  of  the  more  common  expenses  which  do  not 
contribute  to  the  operation  of  the  property  are: 

—  Owner's  Business  Expenses, 

—  Capital  Improvements, 

—  Income  Taxes, 

—  Depreciation, 

—  Capital  Loans  and  Interest. 

Owner's  Business  Expenses  —  there  are  times  when  the 
owner  may  be  carrying  on  a  business  other  than  the 
operation  of  the  property.  He  may  include  the  expenses 
incurred  for  this  business  with  the  operating  expenses 
for  his  property.  For  instance,  if  he  is  renting  office 
space  elsewhere  for  the  purpose  of  carrying  on  his  other 
business  he  may  include  the  rental  paid  for  this  space  on 
his  property  operating  statement.  While  such  a  practice 
may  be  legal  for  income  tax  purposes,  for  valuation 
purposes  that  rental  should  be  excluded  from  the 
property  operating  statement. 

Capital  Improvements  —  the  property  owner,  on 
occasion,  may  spend  large  amounts  of  money  to  make 
additions  to  or  improve  his  property.  These  outlays  will 
enhance  the  income  earning  capacities  in  the  future, 
but  will  not  contribute  to  income  production  at  the 
present  time.  Thus,  this  amount  should  not  be  included 
as  an  operating  expense. 

Income  Tax  —  this  is  a  tax  on  the  personal  earned 
income  of  an  owner  or  a  corporation.  It  does  not 
contribute  to  the  operation  of  the  property. 

Depreciation  —  the  owner  should  consider  depreciation 
as  an  annual  return  to  him  in  the  form  of  recapture  from 
the  building.  Appraisal  theory  tends  to  indicate  that 
recapture  should  be  built  into  the  capitalization  rate 
rather  than  making  allowances  on  the  operating 
expenses.  Any  allowance  for  depreciation  would  be 
reflected  in  increased  maintenance  costs  for  the 
property.  To  include  an  amount  for  depreciation  would 
in  effect  be  double-counting  on  expenses. 

Capital  Loans  and  Interest  —  refer  only  to  the 
acquisition  of  the  property  and  not  to  the  operation  of 
it.  This  is  a  capital  expenditure  which  should  only  be 
treated  as  part  of  the  owner's  capital  budget.  It  is  not 
part  of  the  operating  budget  of  the  property. 

Pro-Rating  and  Stabilization 

Some  of  the  expenses  which  the  owner  has  paid  may 
cover  more  than  one  fiscal  year.  The  payment  made  on 
a  security  contract  may  be  for  a  three  to  five  year  term. 
The  valuer  must  pro-rate  this  payment  to  a  one  year 
term.  Many  years  ago  insurance  premiums  were  paid 
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for  periods  up  to  three  years  and  the  valuer  had  to  pro¬ 
rate  these  payments.  In  the  present  time,  however, 
insurance  policies  are  written  for  a  one-year  term  with 
premium  payments  being  made  at  intervals  no  greater 
than  one  year.  Thus,  the  need  for  pro-rating  recent 
insurance  premium  payments  is  no  longer  necessary. 

Expenses  incurred  for  replacing  short-lived  items 
must  be  pro-rated  over  the  economic  life  of  those  items. 
The  owner  may  indicate  that  he  has  replaced  three 
refrigerators  in  an  apartment  building  which  he  owns.  In 
this  instance  the  valuer  should  take  into  account  that  all 
refrigerators  are  to  be  replaced  over  an  extended  time 
period.  He  should  ascertain  the  replacement  cost  new 
for  refrigerators  and  pro-rate  that  cost  over  the  total 
number  of  suites  and  the  economic  life  of  the  item  to  be 
replaced.  The  same  rationale  would  apply  to  replacing 
short-lived  items  of  other  investment  properties.  Certain 
physical  components  of  the  property  may  have  to  be 
replaced  after  a  number  of  years,  for  instance,  a  roof, 
air-conditioning  equipment  and  elevators.  The  valuer 
should  recognize  this  need  and  add  as  an  expense  item 
a  yearly  allowance  to  provide  for  such  replacements. 

Where  the  owner  shows  on  his  return  a  large  amount 
expended  for  maintenance  and  repairs,  the  valuer 
should  determine  what  those  repairs  were.  If  he  finds 
that  the  repairs  were  major,  he  should  deal  with  them 
under  reserves  for  replacement. 

For  the  Income  Approach  the  valuer  is  attempting  to 
reconstruct  the  expenses  for  the  latest  year.  Ideally,  he 
should  be  looking  at  a  number  of  income  statements  for 
the  subject  property  and  for  the  comparable  properties. 
He  should  also  be  aware  of  the  impact  that  economic 
conditions  of  the  time  have  had  on  expense  levels.  He 
may  find  that  the  level  of  expenses  for  certain  items 
when  compared  with  the  market  may  be  abnormally 
high  or  low.  He  should  adjust  those  expenses  to 
conform  to  the  trends  established  by  the  comparable 
properties  and  recent  economic  conditions.  Trends  and 
patterns  of  expenses  from  year  to  year  can  be 
established  by  using  units  of  comparison,  for  example, 
ratios  of  individual  expenses  to  gross  income  and  cost 
per  unit  for  expense  items.  This  procedure  is  basically  a 
check  which  the  valuer  can  use  to  reflect  trends  in 
expenses  indicated  by  the  property. 


Real  Estate  Taxes 

The  largest  single  expense  item  which  the  owner  will 
show  on  his  operating  statement  is  property  taxes.  The 
question  arises  as  to  how  this  expense  should  be  taken 
into  account.  If  it  is  a  single  appraisal  on  a  property,  the 
valuer  may  deduct  this  amount  as  an  expense  from 
effective  gross  income.  He  may  also  choose  to  make  an 
allowance  for  property  taxes  when  deriving  his 
capitalization  rate.  For  mass  appraisal  purposes  it  is 
advisable  to  use  the  latter  method.  The  property  tax 
component  is  subject  to  greater  fluctuation  than  other 
expense  items  because  budget  requirements  for 
municipalities  vary  from  year  to  year.  Since  the  aim  of 
the  Income  Approach  is  to  estimate  market  value, 
which  may  be  used  as  a  base  for  the  levying  of  property 
taxes,  the  use  of  an  amount  for  this  item  as  a  deduction 
negates  the  value  so  found. 

When  a  tax  rate  is  used  as  a  component  in  the 
capitalization  rate,  the  problems  mentioned  above  are 
circumvented.  In  deriving  a  tax  rate,  the  current  mill  rate 


is  multiplied  by  a  typical  ratio  of  assessment  value  to 
market  value.  This  rate  would  be  typical  for  similar 
properties.  When  the  taxes  have  not  been  deducted 
from  the  effective  gross  income,  a  value  can  be 
determined  by  capitalizing  the  net  operating  income 
using  a  capitalization  rate  which  includes  a  tax  rate. 
Alternatively,  the  tax  rate  is  not  part  of  the  capitalization 
rate  when  the  net  operating  income  is  determined  after 
taxes  are  deducted.  The  values  derived  from  both 
methods  should  be  approximately  the  same.  Thus,  the 
tax  rate  provides  for  an  allowance  on  property  taxes. 


SHORELINE  APARTMENTS  LTD. 

Statement  of  Income  and  Expenses 
For  Year  ended  October  1978 


INCOME 


Rental 

$563,820 

Laundry 

4,440 

Parking 

3,400 

TOTAL 

$571,660 

LOSSES 

Vacancy 

1 1 ,276 

Bad  Debt 

300 

TOTAL 

11,576 

POTENTIAL  GROSS  INCOME 

$583,236 

OPERATING  EXPENSES 

Dollar 

Ratio 

Security  Contract  ($1,800  3) 

600 

.0010 

Insurance 

1,678 

.0029 

Salaries  and  Benefits 

18,003 

.0309 

Hydro  and  Water 

32,048 

.0549 

Heating  Fuel 

40,194 

.0689 

Repairs  and  Maintenance 

30,171 

.0517 

Supples  and  Sundries 

1,868 

.0032 

Cleaning 

3,409 

.0058 

Advertising  and  Leasing 

802 

.0014 

Painting  and  Decorating 

4,811 

.0082 

Refrigerators  (81  units  x 

$550  +  10) 

4,455 

.0076 

General  and  Office 

222 

.0004 

Legal  and  Audit  Fees 

2,768 

.0047 

Miscellaneous 

926 

.0016 

New  Roof  ($35,000  -  20) 

1,750 

.0030 

Management  (3%  of  actual 

income) 

17,150 

.0294 

TOTAL  EXPENSES 

$160,855 

NET  OPERATING  INCOME 

$410,805 

EXPENSE  RATIO  —  27.6%  (of  Potential  Gross  Income) 

VACANCY  RATIO  -  2.0% 

FIGURE  II  —  Owner's  Statement  Reconstructed, 
Comparable 


Determination  of  Expense  Ratios 

Expenses  have  now  been  examined,  stabilized  and 
adjusted  for  each  comparable  property.  A  professional 
appraiser  would  compute  a  ratio  of  total  expenses  to 
effective  gross  income.  His  calculations  will  produce  a 
range  of  expense  ratios.  A  typical  expense  ratio  is 
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chosen  in  the  same  manner  as  was  done  for  selecting  a 
typical  vacancy  ratio.  This  typical  expense  ratio  is 
applied  to  the  reconstructed  effective  gross  income  of 
the  subject  property. 

In  the  mass  appraisal  situation  the  expense  ratio 
would  be  computed  as  a  percentage  of  potential  gross 
income.  An  owner  incurs  the  recurring  expenses  for 
the  property  whether  or  not  it  is  fully  occupied.  For 
instance,  to  satisfy  the  conditions  of  his  insurance 

Reconstructed  Operating  Statement  for  Subject 
For  Year  ended  October  1978 


POTENTIAL  GROSS  INCOME 

—  Bachelor  ($195  economic  rent 

x  15  units  x  12)  $  35,100 

—  1  Bedroom  ($225  economic  rent 

x  45  units  x  12)  121,500 

—  2  Bedroom  ($330  economic  rent 

x  38  units  x  12)  150,480 

—  3  Bedroom  ($420  economic  rent 

x  12  units  x  12)  60,480 

—  Penthouse  ($680  economic  rent 

x  2  units  x  12)  16,320 

—  Parking  ($20  economic  rent 

x  1 12  spaces  x  12)  26,800 

TOTAL  POTENTIAL  GROSS  INCOME  $410,760 

LESS  VACANCY  AND 
COLLECTION  LOSS 

(2%  Typical)  8,215 

EFFECTIVE  GROSS  INCOME  $402,545 

LESS  OPERATING  EXPENSES 
(26%  Typical)  $106,798 

NET  OPERATING  INCOME  $295,747 


FIGURE  III  —  Subject  Property  Reconstructed 
Statement  Using  Market  Data 


contract,  the  owner  must  maintain  heating  for  the  entire 
building,  including  the  vacant  areas.  Similarly,  one  can 
expect  a  greater  effort  on  the  part  of  the  management 
to  acquire  tenants  to  occupy  the  builbing.  To  make  the 
property  attractive  to  prospective  tenants,  expenses 
must  be  paid  for  the  maintenance  of  the  entire  building. 
Figure  II  illustrates  the  end  product  of  the 
reconstruction  of  the  owner's  statement  for  the 
comparable.  The  typical  ratios  determined  from  the 
analysis  of  the  comparables,  are  applied  to  the 
reconstructed  statement  of  the  subject  property 
illustrated  in  Figure  III. 

The  net  operating  income  of  the  subject  property  is 
now  ready  to  be  capitalized  into  an  estimate  of  market 
value. 

The  methodology  described  here  is  what  may  be 
referred  to  as  the  traditional  method  for  the  Income 
Approach.  Other  methods  of  determining  market  value 
through  the  Income  Approach  are  also  available.  This 
article  merely  points  out  one  method  towards  an 
analysis  for  deriving  market  value.  If  the  valuer  wishes 
to  use  the  Discounted  Cash  Flow  or  the  Mortgage 
Equity  method,  he  should  take  a  second  look  at  his 
allowable  expenses  before  determining  his  typical 
expense  ratio.  The  methodology  to  be  used  in  the 
Income  Approach  dictates  to  a  large  extent  what 
income  and  expense  items  should  be  included  or 
excluded  when  reconstructing  the  owner's  statement. 

□ 


FOOTNOTES 

'Escalator  Rent  —  is  a  rent  paid  by  a  tenant  for  some  or  all  of  the 
operating  expenses  beyond  a  specified  level  stated  in  the  lease 
contract.  The  specified  level  is  determined  by  the  payments  made  in  a 
named  base  year.  Example,  'tax  escalator'  clause  which  calls  for  the 
lessee  to  pay  all  increases  in  property  taxes  above  the  level  stipulated 
in  the  lease. 

2Overage  Rent  —  an  amount  paid  by  a  retail  tenant  in  addition  to  the 
base  rental  stated.  This  addition  of  rent  is  based  upon  the  volume  of 
sales  above  a  stipulated  minimum  in  gross  sales. 
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1F1TF1  ERISE 


SPECIAL  ONE-TIME  GRANTS  ANNOUNCED  TO 
49  ONTARIO  MUNICIPALITIES 

The  Resource  Equalization  Grant  was  introduced  in  1973  by  the  Provincial  Government  as  a  means 
of  equalizing  the  financial  resources  available  to  Ontario  municipalities  to  meet  their  expenditures. 
This  grant  provides  to  recipient  municipalities  a  payment  based  on  the  difference  between  the  local 
equalized  assessment  per  capita  and  a  provincial  standard  equalized  assessment  per  capita,  as 
developed  in  1970.  Since  that  year,  however,  the  assessment  base  and  the  equalization  factors  have 
been  frozen.  As  a  result,  disparities  have  developed  over  the  years  because  the  grants  were  based  on 
outdated  equalized  assessments. 

In  order  to  assist  municipalities  which  have  been  most  adversely  affected  by  frozen  equalization 
factors  under  the  R.E.G.  program,  Intergovernmental  Affairs  Minister  Tom  Wells  has  announced 
special  one-time  Provincial  grants  for  49  Ontario  municipalities.  These  grants  will  apply  for  1979  only 
in  anticipation  of  the  new  updated  equalization  factors  to  be  in  place  in  1980.  The  total  amount  of  the 
special  one-time  grants  is  $6.6  million  . 

•  •  • 


BILL  115  -  AN  ACT  TO  AMEND  THE  MUNICIPAL  ACT 

The  third  reading  of  Bill  115,  An  Act  to  amend  The  Municipal  Act,  has  been  passed  in  the  Ontario 
Legislature.  This  bill,  introduced  by  The  Honourable  T.L.  Wells,  Minister  of  Intergovernmental 
Affairs,  amends  Section  505  of  The  Municipal  Act  —  the  section  which  provides  the  council  of  a 
municipality  with  the  power  to  limit  the  effect  of  an  increase  in  taxes  where  there  has  been  a  general 
change  in  the  assessment  in  a  municipality.  Under  this  amendment  it  will  no  longer  be  necessary  for 
the  municipality  to  apply  to  the  Minister  to  be  designated  as  a  municipality  to  which  the  section 
applies. 

The  amendment  gives  the  municipality  discretion  to  determine  whether  a  limitation  on  increases  in 
taxes  will  apply  to  each  separately  assessed  parcel  of  rateable  property  in  the  municipality  or  only  to 
such  class  or  classes  thereof  as  may  be  defined  in  the  by-law.  The  municipality  will  also  be  allowed  an 
additional  alternative  for  raising  the  amount  of  the  reduction  in  taxes  resulting  from  the  limitation  in 
the  increase  in  taxes.  Under  this  provision,  the  municipality  may  reduce  the  amount  of  the  decrease 
of  any  one  or  more  of  the  classes  of  rateable  property  defined  in  the  by-law. 

•  •  • 


THE  1979  ONTARIO  BUDGET 

The  1979  Ontario  Budget  was  presented  in  the  Legislative  Assembly  of  Ontario,  Tuesday,  April  10, 
1979  by  the  Honourable  Frank  S.  Miller,  Treasurer  of  Ontario. 

This  year's  budget  covered  such  topics  as:  job  programs  and  skill  training,  incentives  for  growth 
and  employment,  encouragement  of  investment  in  small  business,  financing  of  health  care  in 
Ontario,  and  improving  the  balance  between  revenue  and  spending. 

More  specifically,  several  retail  sales  tax  reductions,  including  the  rebate  of  the  retail  sales  tax  on 
all  materials  purchased  for  incorporation  into  solar  heating  systems,  were  introduced.  The 
succession  duties  tax  and  the  gift  tax  were  eliminated  altogether.  These  taxes,  it  was  felt,  were 
hurting  the  economy  and  costing  Ontario  jobs  because  business  people,  when  making  investment 
decisions  involving  location,  were  bound  to  take  into  consideration  the  tax  position  of  their  estates. 
The  land  transfer  tax,  however,  was  increased. 

Some  of  the  measures  introduced  in  this  year's  budget  to  stimulate  the  development  of  the 
provincial  economy  included  tax  reductions  for  some  businesses  and  details  of  the  new  Employment 
Development  Fund. 

•  ®  ® 
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APPEAL  STATISTICS  -  SECTION  86  MUNICIPALITIES 

The  numbers  of  appeals  in  the  municipalities  returned  under  Section  86  of  The  Assessment  Act  are 
now  in.  Of  the  approximately  293,000  assessable  units  in  the  14  municipalities  that  were  reassessed, 
the  latest  figures  show  17,974  appeals  or  6. 1  %  of  the  total  number  of  units. 

The  following  is  a  breakdown  of  the  appeals  by  municipality  and  property  class. 

SECTION  86  ARC  APPEALS  ON  VALUE  ONLY 

REGION  OR 


AREA 

RES 

APT 

COMM 

IND 

RL 

FARM 

EXEMPT 

TOTAL 

Uxbridge 

96 

2 

34 

186 

43 

3 

364 

Newcastle 

321 

— 

112 

5 

381 

92 

4 

915 

Stirling 

4 

— 

1 

1 

3 

1 

— 

10 

Burford 

12 

— 

12 

— 

6 

37 

— 

67 

Rainy  River 

27 

— 

5 

— 

1 

— 

— 

33 

Kitchener 

969 

140 

237 

229 

2,124 

53 

78 

3,830 

Wilmot 

71 

— 

14 

5 

56 

47 

11 

234 

Cambridge 

356 

35 

105 

135 

313 

— 

33 

977 

N.  Dumfries 

45 

— 

7 

13 

46 

29 

— 

140 

Woolwich 

77 

— 

43 

46 

58 

54 

8 

286 

Wellesley 

29 

— 

3 

14 

41 

11 

2 

100 

Timmins 

229 

25 

447 

15 

1,292 

10 

2 

2.189 

Kanata 

180 

— 

15 

— 

900 

20 

— 

1,115 

Hamilton* 

— 

— 

— 

— 

— 

— 

— 

7,714 

‘Appeals  not  itemized  from  A.R.C. 


•  •  • 

ALTERNATIVES  TO  COVENTIONAL  EQUAL 
PAYMENT  MORTGAGES 

Anyone  interested  in  buying  or  even  building  a  home  in  Canada  today  usually  finances  the  project 
with  a  mortgage.  Conventional  mortgages  with  the  large  downpayments  and  sometimes 
burdensome  monthly  interest  and  principle  payments  are  very  often  out-of-reach  for  many  Canadian 
families.  Consequently,  trust  companies,  development  corporations  and  governments  alike  have 
sought  to  offer  alternatives  to  the  regular  mortgage  in  order  to  provide  incentives  to  low  or  fixed- 
income  families. 

The  Independent  Income  Mortgage 

The  Metropolitan  Trust  Company  is  offering  an  Independent  Income  Mortgage  (I.I.M.)  to  those 
who  own  their  homes  but  are  having  difficulty  maintaining  the  expenses  of  home-upkeep  (that  is, 
taxes,  repairs,  and  so  on). 

According  to  a  Metro  Trust  brochure  on  the  Independent  Income  Mortgage,  it  "converts  the  value 
of  your  home  into  extra  income,  which  is  completely  tax  free  because  it  is  actually  a  loan".  It  is  a  first 
mortgage  loan,  and  to  qualify  for  the  I.I.M.,  a  person  must  own  his  home  outright. 

This  is  how  the  I.I.M.  program  works.  In  the  first  year,  Metro  Trust  pays  the  recipient  an  amount  of 
money  agreed  to  in  advance.  Interest  normally  paid  during  that  year  is  deducted  from  the  amount 
received.  The  principal  accumulates  in  the  form  of  a  mortgage  on  the  home.  In  the  following  years 
the  net  annual  amount  received  remains  the  same,  but  the  interest  payments  increase  from  year  to 
year  based  on  the  principal  amount  outstanding. 

The  Metro  Trust  Independent  Income  Mortgage  is  designed  to  provide  borrowers  with  regular 
additional  income  for  up  to  ten  years.  After  ten  years,  the  mortgagor  has  the  following  options: 

1.  renew  the  I.I.M.  for  another  term 

2.  pay  off  the  accumulated  principal  at  current  interest  rates  and  convert  to  a  regular  first  mortgage 

3.  sell  the  property  at  current  values,  repay  the  mortgage  and  keep  the  remainder. 

Should  the  mortgagor  die  during  the  ten  year  term,  the  mortgage  may  be  repaid  without  penalty. 
Unused  prepaid  interest  will  be  returned.  There  is  no  income  requirement  and  no  age  limit  and  the 
mortgage  may  be  cancelled  at  any  time  by  repaying  the  outstanding  amount. 

The  Graduated  Payment  Mortgage 

The  Graduated  Payment  Mortgage  (G.P.M.)  offered  by  the  Central  Mortgage  &  Housing 
Corporation  is  geared  to  ease  the  burden  of  mortgage  payments  in  the  early  years  of  home 
ownership  when  payments  take  the  largest  portion  of  the  homeowner's  income. 
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Graduated  Payment  Mortgage  is  one  whose  monthly  payments  start  at  a  relatively  low  level, 
gradually  increase  by  5%  per  year  until  the  end  of  the  10th  year,  and  then  level  out.  This  mortgage  is 
in  contrast  to  an  equal  payment  mortgage  wherein  monthly  payments  are  the  same  for  the  duration 
of  the  mortgage,  except  in  the  event  of  interest  rate  changes. 

Because  monthly  payments  for  mortgage  principal  and  interest  on  the  G.P.M.  start  at  a  lower  level 
than  those  payments  made  on  an  equal  payment  mortgage,  less  than  full  interest  on  the  money 
borrowed  is  paid  back  in  the  early  years.  Consequently  the  total  debt  is  increased  during  this  time. 

The  following  conditions  must  be  satisfied  in  order  to  qualify  for  a  Graduated  Payment  Mortgage: 

1.  Income  Requirement:  payments  for  principal  and  interest  on  the  mortgage,  plus  municipal  taxes, 

should  not  exceed  30%  of  the  gross  family  income. 

2.  Price  Ceiling:  The  price  of  the  home  cannot  be  more  than  the  maximum  house  price  set  by  the 

Central  Mortgage  &  Housing  Corporation  for  the  area. 

3.  Housing  Standards:  The  house  to  be  built  or  bought  must  come  up  to  C.M.H.C.  standards,  as  the 

loan  will  be  insured  under  the  National  Housing  Act. 

Interest  rates,  foreclosure,  prepayment  or  lump  sum  payment  operate  for  the  Graduated  Payment 
Mortgage  in  much  the  same  way  as  for  regular  equal  payment  mortgages. 

The  Flexible  Loan  Insurance  Program 

A  third  mortgage  scheme  with  a  difference  is  offered  by  the  Victoria  Woods  Development 
Corporation  Inc.  It  is  called  the  Flexible  Loan  Insurance  Program*  (F.L.I.P.)  and  it  offers  a  way  for 
upwardly  mobile  people  who  have  a  least  a  10%  downpayment  put  away  for  a  home  but  are  still 
unable  to  afford  a  conventional  mortgage  on  their  present  incomes. 

F.L.I.P.  is  also  a  graduated  payment  mortgage  with  initial  low  monthly  payments  which  are 
increased  gradually  until  they  level  out.  All  F.L.I.P.  mortgages  have  a  five-year  term  and  are 
amortized  over  25  years. 

To  qualify  for  this  kind  of  mortgage,  a  10%  downpayment  is  required.  Part  of  this  downpayment  is 
placed  in  a  pledged  savings  account  and  the  interest  and  principal  of  this  account  are  used  to 
supplement  the  monthly  payments.  After  the  first  five  years,  this  savings  account  will  be  depleted 
and  the  borrower  is  then  expected  to  carry  the  full  payments  himself. 

As  with  any  graduated  payment  mortgage,  the  cost  to  the  borrower  is  greater  than  with  a  regular 
equal  payment  mortgage. 

information  on  the  F.L.I.P.  program  was  obtained  from  the  article,  "The  Greening  of  the  Mortgage  Scene",  Toronto  Real 
Estate  Newspaper,  Friday,  March  30,  1979. 

LATEST  CONSTRUCTION  DEVELOPMENT  -  PLASTIC  HOUSES 

Plastics  have  been  called  "space-age"  materials,  but  soon  they  may  be  better  known  as 
"conservation  age"  materials.  As  an  aid  in  energy  conservation,  plastics  have  been  used  in  sun 
control  films  on  windows,  in  the  making  of  windows  as  an  alternative  to  glass,  as  a  means  of  solar 
heating  the  family  swimming  pool,  as  surface  insulation  for  open  tanks,  as  a  water  saver  in  the 
bathroom  plumbing,  in  the  manufacture  of  air  deflectors  reducing  air  resistance  for  tractor  trailers,  in 
a  caulking  compound  ideal  for  sealing  air  leaks  and  as  foam  insulation  for  buildings. 

Now  two  Canadian  companies  are  using  plastic  foam-form  blocks  to  build  houses. 

The  construction  of  these  plastic  houses  involves  stacking  together  polystyrene  blocks  and  then 
filling  them  with  poured  concrete.  Horizontal  and  vertical  reinforcing  steel  rods  are  inserted  as  the 
blocks  are  put  together.  The  houses  are  completely  enveloped  in  concrete  and  polystyrene  so  that 
there  are  no  gaps  where  cold  (or  hot)  air  can  get  in.  This  together  with  the  excellent  insulation 
qualities  of  the  polystyrene  can  save  up  to  35%  or  40%  on  heating  bills  (and  the  cost  of  air 
conditioning)  for  the  homeowner. 

Other  advantages  of  the  foam-form  houses  include  durability,  structural  strength  and  low  cost 
maintenance  from  the  reinforced  concrete  construction;  excellent  soundproofing  qualities  from  the 
polystyrene  material;  and  easy  assembly  of  the  blocks  thereby  cutting  down  building  time  and  hence 
costs  in  construction.  Costs  for  the  foam-form  house  are  about  the  same  as  those  for  conventional 
buildings. 

This  type  of  building  construction  has  both  residential  and  commercial  applications  and  is 
adaptable  to  any  size  of  structure.  Extensive  use  has  been  made  of  the  polystyrene  blocks  for 
building  houses  in  Florida.  In  the  Toronto  area,  a  five-storey  apartment  in  Whitby,  a  housing 
development  in  Thornhill  and  a  two-storey  house  in  Unionville  have  been  built  using  the  foam-form 
system.  In  Quebec  farmers  use  the  blocks  to  construct  barns  for  hogs  and  chickens. 

For  more  information,  contact  Bob  Maxwell,  marketing  manager  for  Foam-Form  Canada  Limited, 
100  Canadian  Road,  Scarborough,  Ontario.  Telephone  (416)  752-7971. 
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Until  a  decade  ago  few  of  us  were  familiar  with  the 
word  ''condominium''.  To-day,  another  Latin  word  is 
being  heard  in  the  world  of  property  and  construction. 
The  word  is  "atrium". 

This  word  appears  rather  infrequently  in  English 
literature  and  then  only  in  learned  tomes  such  as 
Bullinger's  Decades  and  Adam's  Roman  Antiquities. 
When  Ruskin  wrote  of  his  visit  to  Venice  in  1845  he  said 
of  the  world-famous  Ducal  Church  of  St.  Mark's  that  "a 
large  atrium  ...  is  attached  to  two  sides  of  the  church, 
a  space  which  was  especially  reserved  for  unbaptized 
persons  and  new  converts."1 

Originally,  the  atrium  was  the  central  room  of  a 
Roman  house  in  which  the  kitchen  and  hearth  were 
located.  Since  the  room's  only  smoke-outlet  was  a  hole 
in  the  roof,  the  atrium  was,  in  essence,  a  small  court. 
Under  the  cultural  influences  of  Greece  the  culinary 
activities  in  Roman  homes  were  relegated  to  an  inferior 
location  but  the  atrium  remained  as  the  central  court 
and  served  as  the  official  centre  of  family  and  social  life. 

Examples  of  pre-Hellenic  atrium  construction  — 
known  as  peristyle  or  peristasis,  some  dating  as  early  as 
1700  B.C.  —  have  been  found  in  various  parts  of 
Greece,  including  Phaestus,  Delos  and  Olynthus.2 
There  are,  of  course,  many  world-wide  examples  of 
"courtyard"  architecture  to  be  found,  particularly  in  the 
private  residences  of  Arabia  and  California. 
Commercially,  atrium  architecture  enjoyed  a  vogue  in 
Paris  during  the  19th  century,  when  the  Bibliotheque 
Nationale  and  the  Bon  Marche  were  built. 

Modern  atrium  design  became  popular  in  North 
America  when  the  Hyatt  Regency  —  designed  by  John 


Portman  —  opened  its  doors  in  Atlanta,  Georgia,  in 
1967.  The  120-ft.  x  120-ft.  skylit  atrium,  rising  200  ft. 
through  23  storeys  and  ringed  with  ivy-festooned 
balcony-corridors,  became  an  instant  attraction  and 
topic  of  conversation.  Portman  went  on  to  plan  other 
Hyatt  hotels,  including  the  sophisticated  shimmering 
success  of  Dallas  and  the  spatial  landmark  of  San 
Francisco  that  has  become  one  of  the  city's  major 
tourist  attractions.  Popularity  is  not  an  inerrant  guide  to 
good  archietecture  especially  when  one  remembers  The 
Georges  Pompidou  National  Centre  of  Art  and  Culture 
in  Paris.  When  viewing  such  a  structure  —  supposedly 
reflecting  the  Gallic  way  of  life,  though  designed  in 
London,  England,  —  one  is  never  quite  sure  whether 
the  structure  is  meant  as  a  manifesto  of  metabolic 
theory  or  a  tribute  to  the  Local  Union  of  Plumbers  and 
Pipefitters.  Portman,  however,  has  the  ability  of  using 
atrium  design  to  create  an  environment  that  the  public 
finds  interesting  and  enjoyable. 

Writing  of  his  trip  to  the  Brasilia  dedication 
ceremonies  of  1960,  Portman  has  said, 

"I  was  very  excited  about  the  prospect  of  seeing  a  new  city 
completely  designed  by  architects,  but  it  was  not  long 
before  the  excitement  turned  to  disappointment.  ...  I 
decided  that  if  I  learned  to  weave  elements  of  sensory 
appeal  into  the  design,  I  would  be  reaching  those  innate 
responses  that  govern  how  a  human  being  reacts  to  the 
environment.  In  that  way  I  would  create  environments  that 
all  people  would  instinctively  find  harmonious."3 

There  is  much  merit  to  such  a  sentiment  when  we 
remember  that  the  revered  buildings  of  history,  whether 
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(Page  35,  The  Canadian  Architect,  May  1977)  Galleria  Milano  (Photo 
—  The  Canadian  Architect). 


cultural,  religious  or  political,  have  a  common 
characteristic  of  domination.  They  are  all  built  to 
perpetuate  the  glory  of  some  Nimrod  or  Pharoah.  Even 
the  20th  century  corporate  office  building  is  a 
monument  to  promote  the  narrow  interests  of  a 
particular  commercial  enterprise  in  which  the  human 
element  is  ignored. 

Low-rise  and  high-rise  atriums 

Unfortunately,  there  are  many  who  wrongly  equate 
"atrium”  with  low-rise  structures  and  too  readily  join 
the  ranks  of  the  anti-skyscraper  movement. 

Decimus  lunius  luvenatis,  an  observer  of  ia  dolce  vita 
of  Domitian's  Rome,  was  one  of  the  early  objectors  to 
high-rises.  From  his  third-storey  apartment  he  wrote: 

''But  here  we  inhabit  a  city  supported  for  the  most  part  by 
slender  props:  for  that  is  how  the  bailiff  holds  up  the 
tottering  house,  patches  up  gaping  cracks  in  the  old  wall, 
bidding  the  inmates  sleep  at  ease  under  a  roof  ready  to 
tumble  about  their  ears."4 

In  a  recent  issue  of  the  Canadian  Consulting  Engineer* 
five  articles,  written  from  a  "construction-team 
approach",  set  out  to  prove  that  a  low-rise  atrium 
building  was  cheaper  than  a  high-rise  of  equal  floor  area 
and  construction. 

The  article,  ignoring  the  important  element  of  land 
costs,  only  confirmed  the  well  established  fact  that  a 
high-rise  building  is  more  expensive  to  build  than  a  low- 
rise  one.  These  additional  costs  are  not  due  to  "atrium" 
or  "non-atrium"  design  but  to  structural  provisions 
designed  to  resist  all  lateral  forces  and  to  provide 
stability. 

In  Minneapolis,  there  is  a  350  ft.  atrium  (4.3  million 
cubic  feet)  between  the  twin  towers  of  the  Hennepin 


Center.  The  centre  was  completed  in  1977  at  a  cost  of 
$34.00  per  square  foot.  A  large  part  of  the  savings 
resulted  from  the  structural  ingenuity  of  the  diagonal 
bracing  located  within  the  atrium  area.  A  report  states: 

"The  outstanding  feature  of  the  building,  however,  is  a  350 
ft.  high  atrium  created  between  the  towers,  bordered 
dramatically  with  exposed  steel  diagonal  bracing.  It  is  a 
great  indoor  space,  enjoyed  by  the  public  and  the 
employees  —  fully  appreciated  as  a  controlled,  year-round 
environment,  not  affected  by  the  changeability  and 
severity  of  the  Midwest's  weather."6 

Atriums  in  Canada 

Atrium  schemes  have  been  slow  in  arriving  in 
Canada.  This  has  been  due  mainly  to  the  fact  that  the 
National  Building  Code  did  not  envisage  such  a  form  of 
construction.  In  fact,  the  word  "atrium"  appeared  for 
the  first  time  in  the  1977  edition. 

An  atrium  is  a  building  code  anomaly.  Two  of  the 
main  problems  were  connected  with  floor  separation 
and  the  provision  of  adequate  emergency  exits.  Unlike 
Christopher  Wren  after  the  Great  Fire  of  London,  the 
National  Building  Code  cannot  lay  down  design 
standards.  It  specifies  performance  standards  only.  But 
how  can  a  building  area  meet  fire  requirements  if  there 
are  no  floors  or  walls?  This  problem  was  finally  resolved 
in  Ontario  when  Raymond  Moriyama,  a  Toronto 
architect,  designed  the  Scarborough  Civic  Centre  which 
opened  in  1973. 


(Page  30,  The  Canadian  Architect,  May  1977)  Galleria,  Eaton  Centre 
(Photo  —  The  Canadian  Architect). 
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In  a  magazine  article,  Moriyama  said: 

"A  great  deal  of  research,  consultation  and  negotiation 
with  the  approving  authorities  was  necessary  before  we 
could  develop  a  concept  of  fire  protection  and  public 
safety  that  would  be  equivalent  to  or  better  than  that 
required  by  law,  a  concept  that  would  not  destroy 
openness  and  freedom  of  movement,  and  one  that  could 
be  built  within  the  budget."7 

It  was  therefore  necessary  to  specify  the  following 
additional  safety  measures  in  the  National  Building 
Code  of  Canada  to  accommodate  atriums. 

a)  All  exits  and  elevator  doors  to  be  protected  by 
vestibules  having  hose  stations. 

b)  Sprinkler  system  to  be  electrically  supervised  and 
heads  to  be  spaced  not  more  than  6  ft.  apart. 
Baffles  to  be  provided  between  sprinklers  and  at  all 
openings. 

c)  Waterflow  alarm  signals  from  sprinkler  system  to  be 
transmitted  to  fire  department  headquarters. 

d)  Smoke  detectors  to  be  located  on  the  ceiling  of 
each  floor  level  and  a  mechanical  system  to  be 
installed  for  removing  smoke  at  the  top  of  the 
atrium. 

e)  Any  interior  finishes  to  have  flame-spread  rating 
even  though  the  area  is  sprinklered. 

f)  Any  stairways  to  be  fan-pressurized  in  the  event  of 
fire. 

g)  A  plan  for  simultaneous  exiting  of  all  occupants  to 
be  submitted  and  approved.8 

The  Code's  recognition  of  "interconnected  floor 
space"  represents  a  significant  change  to  the  previous 
policy  of  enclosing  elevators,  stairs,  etc.  by  vertical 
shafts  and  allowed  atriums  to  be  built  though  they  have 
no  firewalls. 


Scarborough  Civic  Centre  (Photo  —  Borough  of  Scarborough). 


Atriums  closer  to  home 

Examples  of  atrium  construction  in  the  Toronto 
region  include: 

Scarborough  Civic  Centre 

Metropolitan  Toronto  Central  Reference  Library 

The  Eaton  Centre 

Atria  North  Centre  in  North  York 

Cadillac  Fairway  Building  at 

1200  Sheppard  Ave.  E. 


Federal  Government  Building  at 
4900  Yonge  Street 

Moriyama  has  said  of  the  Scarborough  Civic  Centre: 

"An  important  objective  of  this  project  was  to  use 
architecture  as  a  tool  to  encourage  an  attitude  of  sharing, 
of  mutual  benefit  and  to  improve  face-to-face 
communications  by  being  open,  to  encourage  a  political 
process  that  is  more  open,  explicit,  less  self-centered  and 
more  community  oriented."9 

To  the  less  philosophical  visitor  the  juxtaposition  of  a 
well  planned,  naturally  lit  atrium  and  the  suspended 
mercury  vapour  lamps  with  their  constant  daytime  glare 
seems  to  be  something  of  an  anomaly. 

Though  the  Scarborough  Centre  atrium  is  rather  cold 
in  its  severe  and  dominating  centrum,  the  appeal  of 
Moryama's  "empty-cup"  Library  has  drawn  many 
admiring  visitors.  This  feature,  well-known  in  Japanese 
art  and  aesthetics,  has  drawn  many  admiring  visitors 
and  earned  itself  the  epithet  "Toronto's  newest 
treasure-house". 


Metro  Toronto  Reference  Library  (Photo  —  Metro  Toronto  Library 
Board). 


Joan  M.  Vastokas,  Professor  of  Anthropology  at 
Trent  University,  has  said: 

"The  Metropolitan  Toronto  Library,  in  which  design  in 
detail  is  geared  to  the  function  of  the  whole  human  being, 
attains  to  the  level  of  humanistic  architecture,  a  rare 
phenomenon  in  public  buildings  of  the  twentieth 
century."10 

The  Eaton  Centre  has  also  been  the  subject  of  much 
favourable  comment.  Henry  Sears,  a  partner  of  the 
Toronto  firm  of  architects,  Klein  and  Sears,  has  said: 

"The  major  interior  space  —  The  Mall  —  is  spectacular. 
There  are  several  places  where  the  views  of  crowds  milling 
about  at  different  levels  evoke  an  image  of  the  "Ex"  rather 
than  a  shopping  complex.  It  is  all  quite  exciting.  One  is 
continually  aware  of  the  visual  impact  of  the  vaulted  ceiling 
overhead  which  provides  a  sense  of  unity  to  a  very  busy 
place."11 

This  centre  owes  much,  conceptually  and 
structurally,  to  Mengoni's  Galleria  Vittoria  Emmanuele 
completed  at  Milan  in  1878. 
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Economies  and  expenses 

No  doubt  certain  economies  can  be  made  in  the 
construction  costs  of  some  atrium  schemes.  Savings 
are  made  when  perimeter  walls  become  interior  walls 
and  thus  able  to  utilize  interior-quality  insulation, 
fascias,  doors  and  windows.  Claims  of  25%  —  30% 
savings  in  the  costs  of  mechanical  and  electrical 
systems  have  been  made  but  these  claims  do  not  relate 
to  a  constructed  building.12 

Some  developers  have  found  that  the  interior  office 
accommodation  overlooking  the  atrium  is  the  first  to  be 
rented  even  when  the  exterior  accommodation  provides 
excellent  panoramic  views.  In  some  instances  a 
premium  has  been  paid  for  the  interior 
accommodation.13 

Against  these  savings  we  have  to  weigh  the 
expenditure  involved  in  complying  with  the 
requirements  of  the  National  Building  Code  in  respect  of 
"interconnected  floor  space".  Additional  expense  will 
be  involved  in  providing  sculpture,  landscaping,  heating 
and  air-conditioning  of  the  atrium,  maintenance  and 
extra  costs  of  security. 

As  well  as  being  decorative  some  atriums  could  be 
turned  into  reception/display  areas  of  informal 
conference  centres,  thus  reverting  to  the  early  Roman 
use  of  such  an  area.  Such  an  innovation  can  be  found  in 
the  headquarters  building  of  the  Irvine  Industrial 
complex  in  Newport  Beach,  California. 

Assessing  atriums 

From  a  cost  viewpoint  it  will  be  necessary  to  bear  in 
mind  the  following  matters  when  arriving  at  an 
assessment  of  atrium  structures. 

A.  Extra  Costs 

Additional  fire  and  safety  measures  required  under 
the  National  Building  Code  including  improved  sprinkler 
systems,  additional  hose  cabinets,  sophisticated 
smoke-detection  system,  fan-pressurized  stairways, 
and  flame-spread  rating  to  all  interior  finishes. 

Structural  costs  of  non-rentable  atrium  area  including 
domed  ceilings,  heating,  ventilation  and  air- 
conditioning. 

Costs  involved  in  landscaping  and  provisions  of 
sculpture,  water  fountains  and  other  features. 

B.  Cost  Savings 

Adjustment  for  reduction  in  perimeter  "interior”  walls 
that  in  a  non-atrium  scheme  would  have  been  built  to 
"exterior"  standards. 

C.  Maintenance  Savings 

From  a  management  viewpoint  there  will  be  the 
advantages  of  cost  savings  in  the  field  of  energy 
conservation  techniques.  A  report  by  the  Government 
of  Canada  in  respect  of  the  Joseph  Shepard  Building  in 
North  York  claims  "It  is  anticipated  that  over  the  next  30 
years,  the  construction  cost  (of  $25M)  will  be  recovered 
in  energy  savings".  A  major  part  of  the  reason  for  the 
estimated  yearly  saving  of  $635,000  is  that  the  amount 
of  illumination  used  in  the  building  has  been  reduced  to 
almost  half  of  what  is  normally  required  in  a  similar 
structure. 

Another  $300,000  per  annum  will  be  saved  from 
reducing  the  chiller  requirement  and  easing  the  load  on 
heating,  ventilating  and  air-conditioning. 

It  is  of  course  obvious  that  savings  in  the  area  of 


energy  will  have  to  be  made  in  all  types  of  buildings  and 
that  our  practice  of  heating  or  costing  buildings  for 
8,760  hours  annually  will  have  to  be  reduced  to  a  level  of 
2,500  hours.  The  American  Institute  of  Architects  is 
now  withholding  awards  to  structures  that  have  been 
erected  without  provision  for  energy  savings. 

Marathon  Realty  Company  Limited  claims  that  total 
energy  costs  in  1978  are  74C  per  square  foot  for  an 
atrium  building  compared  with  $1.08  for  a  high-rise 
structure.  They  estimate  that  by  1988  the  relative  costs 
will  be  $1 .91  and  $2.80. 

A  final  caveat 

On  entering  a  complex  with  an  awe  inspiring  atrium, 
the  assessor  as  anyone  else  is  likely  to  be  impressed 
with  the  aura  of  luxury.  As  this  initial  impression  — 
often  experienced  in  modern  hotel  foyers  —  may 
possibly  influence  him  in  his  final  classification  of  the 
property,  it  is  well  to  be  aware  of  this  subjective 
tendency. 

In  building  atrium  structures  we  can  provide  interior 
spaces  that  will  form  an  attractive  centre  with  an 
unmistakable  identity  and  will,  in  most  cases,  pay  back 
their  initial  and  recurring  costs.  If  our  society  can  afford 
to  spend  $60  million  on  the  development  of  the  Pringles 
uniform  potato  chips  manufactured  by  Proctor  and 
Gamble,  then  surely  it  can  afford  the  luxury  of  atriums. 

The  dominance  of  any  particular  form  —  whether 
high-rise  or  low-rise  —  is  immaterial  as  long  as  it  has  a 
positive  effect  toward  creating  a  better  environment. 
However  it  seems  unlikely  after  6000  years  of 
construction  that  the  Babylonish  impulse  to  build  higher 
and  higher  will  be  stilled.  □ 
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Editor’s  Note 

The  new  Ministry  of  Revenue  Head  Office  building 
that  is  to  be  built  in  Oshawa  is  designed  as  a  low-rise 
atrium  building. 

This  structure,  which  will  be  seven  storeys  tall  and  with 
each  floor  approximately  1  acre  in  area,  will  have  a 
central  atrium.  To  quote  the  Associate  Architect, 
Michael  Ch.  Ogus,  in  his  report: 

“The  building  has  been  designed  as  a  low-rise,  large  mass 
structure  ...  At  seven  storeys,  the  building  is  lower  than  the 
Rundle  Tower  of  the  City  Hall  (Oshawa).  An  atrium  or 
enclosed  court,  extends  up  through  the  centre  of  the 
building.  The  light  from  this  atrium  affords  the  staff  inside 
a  connection  to  the  sun  and  outside.  The  atrium  provides  a 
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structural  cost  and  of  recurring  heating  and  lighting 
costs.  Natural  light  during  daylight  hours  will  illuminate 
the  central  atrium,  and  in  winter  months,  some  of  the 
latent  heat  in  that  light  will  be  utilized  for  providing 
warmth  for  the  building’s  occupants. 

It  is  hoped  that  with  the  incorporation  of  the  central 
atrium  and  other  conservation  features,  the  energy 
consumption  will  be  the  lowest  among  buildings  operated 
by  the  Government  of  Ontario.  This  new  edifice  will  be 
used  as  the  model  for  the  practical  demonstration  of 
energy  conservation  techniques.  □ 


Letter  to  the  Editor 


large  scale  vertical  element  around  which  to  organize  office 
space  otherwise  sandwiched  between  broad  floor  slabs.” 

“At  ground  level  there  is  approximately  1,990  square 
metres  of  (potential)  rentable  retail  space,  a  Public  Enquiry 
Office  for  the  Ministry  of  Revenue,  public  washrooms,  and 
mall  area,  expanding  vertically  in  the  centre  as  the  atrium." 

“This  atrium  at  mall  level  is  offered  a  place  where  exhibits 
are  displayed  as  an  extension  of  its  public  function.  The 
centre  of  the  office  levels  are  at  once  public  in  a  visual  sense 
yet  securely  separate  from  the  public  realm.” 

The  incorporation  of  an  atrium  into  the  building  is 
done  also  as  an  economy  measure  both  in  terms  of  capital 


Dear  Editor 

I  am  very  pleased  to  receive  regularly  a  copy  of 
'Aspects'  and  you  may  be  interested  in  my  observations 
on  the  article  on  market  rent  which  appeared  in  the 
winter  79  issue. 

In  order  to  set  the  scene  for  my  comments  you  should 
perhaps  know  that  among  other  duties  the  Valuation 
Office  here  is  responsible  for  the  fixing  of  assessments 
for  rates  (local  taxation)  for  all  rated  properties  in 
England  and  Wales.  The  number  of  properties  involved 
is  something  in  excess  of  22,000,000  and  assessments 
are  dealt  with  by  174  local  offices  grouped  into  25 
Regions.  The  basis  of  assessment  to  rates  in  the  United 
Kingdom  is  the  annual  value  of  property  and  we  are 
therefore  much  concerned  with  the  interpretation  of 
'market  rental  value'  in  deriving  assessments  from  open 
market  information.  The  statutes  under  which  we 
operate  require  regular  revaluations  and  we  have  just 
embarked  on  the  next  revaluation  which  will  come  into 
force  in  1982. 

Where  annual  value  is  to  be  used  as  a  basis  for  local 
taxation  then  it  is  necessary  to  define  this  value  more 
precisely  than  'the  rent  a  property  or  part  of  a  property 
may  be  expected  to  command  if  it  is  offered  on  the 
market  at  the  present  time'.  So  far  as  we  are  concerned 
the  definition  is  incorporated  in  the  statute  as  follows:- 

"  'gross  value',  in  relation  to  a  hereditament,  means 
the  rent  at  which  the  hereditament  might  reasonably 
be  expected  to  let  from  year  to  year  if  the  tenant 
undertook  to  pay  all  usual  tenant's  rates  and  taxes 
and  the  landlord  undertook  to  bear  the  cost  of  the 
repairs  and  insurance  and  the  other  expenses,  if  any, 
necessary  to  maintain  the  hereditament  in  a  state  to 
command  that  rent”. 

This  definition  has  been  the  subject  of  litigation  over 
many  years  and  it  is  important  to  remember  that  the 
value  we  are  trying  to  find  is  the  rent  which  a  tenant 
would  be  prepared  to  pay  on  the  specified  terms  and 
conditions  and  not  necessarily  the  rent  which  the 
landlord  would  require. 


Your  contributor  recognises  the  problems  of 
adjustment  of  rental  data  to  a  common  base  but  unless 
that  base  is  clearly  defined  not  only  as  regards  the  terms 
and  conditions  of  the  tenancy,  but  also  as  to  the  date  of 
valuation  and  the  length  of  the  term  for  which  the 
proposed  rent  is  intended  to  run,  incompatible  results 
are  bound  to  arise. 

A  valuer  is  indeed  fortunate  if  he  finds  that  all  rents  in 
a  particular  locality  have  been  fixed  at  the  same  time  for 
the  same  term  and  on  the  same  conditions  and  the 
problems  of  reducing  this  information  to  a  common 
base  involves  judgments  and  experience  beyond  a 
mathematical  appreciation  of  the  variable  items. 
Knowledge  of  market  trends  and  circumstances  is  all 
important  in  these  adjustments  in  order  to  strike  a 
balance  between  information  apparent  from  an 
examination  of  the  data  in  the  transactions  and  local 
knowledge. 

We  all  know  that  it  is  most  unlikely  that  2  identical 
properties  would  in  fact  let  for  exactly  the  same  rent  on 
the  same  terms  and  conditions  if  put  on  the  market  at 
the  same  time  and  in  creating  a  uniform  list  of 
assessments  for  taxation  it  is  important  that  each 
assessment  will  stand  comparison  with  others  in  the  list. 

The  author  of  your  article  rightly  referred  to  the 
problem  of  payments  for  services.  This  as  he  says  is  an 
area  for  careful  investigation  but  the  fact  there  is  a 
separate  charge  for  services  apart  from  rent  should  not 
mean  they  are  automatically  ignored.  The  charge  for 
services  made  in  that  case  may  contain  a  profit  element 
which  is  a  hidden  rent  and  the  procedure  should  be  to 
add  the  charge  for  services  to  the  rent  and  then  deduct 
from  that  total  the  value  of  the  services  provided  by  the 
landlord. 

Another  area  of  hidden  rent  which  should  not  be 
overlooked  is  the  case  where  a  lessee  is  required  to 
undertake  certain  items  of  capital  expenditure  as  the 
condition  of  a  granting  of  a  lease  or  a  premium  is  paid. 
This  may  occur  for  instance  where  a  new  shop  is 
erected  and  the  lessee  is  required  to  complete  the 
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interior  of  the  shop  and  to  put  in  the  shop  front  at  his 
own  expense.  Before  the  true  rent  of  this  unit  can  be 
obtained  it  is  necessary  to  add  to  the  actual  rent 
provided  under  the  lease  a  sum  arrived  at  by 
decapitalising  a  lessee's  expenditure  over  the  term  of 
the  lease. 

I  certainly  agree  with  the  emphasis  the  article  places 
on  the  accurate  gathering  of  information  relating  to 
transactions  and  the  acquiring  of  information  relating  to 
the  property  concerned.  The  subsequent  analysis  of  this 
data  to  a  common  base  presents  many  problems  and  of 
course  differs  according  to  the  type  of  property  being 
valued.  The  most  common  approach  used  here  is  a 
devaluation  on  a  price  per  square  foot  or  square  metre 
of  clearly  defined  areas  excluding,  as  you  suggest, 
corridors,  toilets  etc. 

There  can  however  be  advantage  in  comparing 
cinemas  on  a  price  per  seat  or  hotels  on  a  price  per  bed 
but  in  my  view  it  is  not  necessary  to  confine  the 
comparison  to  one  method  but  to  use  whatever 
methods  seem  to  be  appropriate  giving  weight  to  the 
various  results  when  coming  to  a  final  conclusion. 

A  purely  mathematical  approach  to  analysis  in 
devaluation  has  not  found  favour  in  this  country  and  the 
courts  set  considerable  score  by  the  expertise  and 
experience  of  the  valuer  giving  evidence  which  is  of 
necessity  based  on  his  personal  judgment  and  opinion. 
The  factual  evidence  presented  to  a  court  can  be  as 


Dear  Mr.  Christopher: 

Thank  you  for  your  letter  dated  18  May  1979  that  was 
addressed  to  the  Editor,  Aspects. 

I  appreciate  your  comments  and  observations  very 
much,  and  would  like  to  respond  to  a  few  of  the  points 
that  you  have  raised. 

The  valuer  in  your  jurisdiction  is  indeed  fortunate  in 
that  a  definition  for  market  rent  is  incorporated  in  the 
relevant  statute.  In  Ontario,  while  reference  is  made  to 
market  rent  and  fair  market  rent  in  the  statutes,  the 
closest  we  have  come  to  a  legal  definition  is  contained 
in  the  obiter  dicta  of  an  assessment  appeal  decision. 

Regarding  the  question  of  data  collection,  we  are  in 
full  accord.  Collection  forms  for  income  and  expense 
data  are  legislated,  hence  there  is  a  legal  obligation  on 
the  part  of  the  property  owner  to  furnish  the  data.  There 
is  no  legal  requirement  for  the  landlord  to  supply  the 
tenant  and  rental  data  except  by  implication  from  a 
paragraph  on  the  income  and  expense  questionnaire. 
Likewise,  there  is  no  obligation  for  the  tenant  to  furnish 
rental  information  other  than  the  assessor  making  use 
of  the  general  authorization  given  him  to  request  all  data 
pertinent  to  the  valuation  of  the  property.  Collection 
forms  for  tenant  data  are  however  being  used  although 
they  have  not  been  specifically  legislated.  The  amount 
of  data  asked  for  on  these  forms  is  not  as  much  as 
requested  on  your  rental  data  collection  questionnaire. 

I  am  enclosing  for  your  information  the  data 
collection  forms  that  are  currently  in  use  in  Ontario. 


wide  as  deemed  necessary  and  the  courts  have  upheld 
that  all  such  evidence  is  admissible  but  it  is  a  matter  of 
weight  to  be  given  to  individual  items  which  is 
important  in  arriving  at  the  correct  conclusion. 

You  may  be  interested  to  see  the  enclosed  form  on 
which  we  are  entitled  under  statute  to  request 
information  as  to  the  rent  and  allied  matters  for  property 
and  we  also  have  a  statutory  right  of  access  to  gather 
the  necessary  factual  data  regarding  the  property. 

Much  of  the  work  of  the  Valuation  Office  apart  from 
rating  valuations  involves  capital  valuations  for 
acquisition  compensation  and  taxation  purposes  and 
we  are  therefore  continually  analysing  transactions  of 
all  sorts  to  provide  the  basic  data  for  our  work. 

I  have  of  necessity  been  brief  on  a  very  wide  subject 
but  I  hope  for  foregoing  comments  will  be  of  interest  to 
your  contributor. 

Yours  sincerely 


J.A.  Christopher 
Deputy  Chief  Valuer 
Inland  Revenue 
London  England 


I  agree  with  your  observation  concerning  the 
adjustment  of  rental  data  to  a  common  base  arrived  at 
under  the  terms  and  conditions  of  the  tenancy  and  the 
payment  for  services  provided.  The  preparatory  work 
done  by  the  analyst  should  ensure  that  the  rentals 
selected  conform  to  the  common  base  however 
defined.  In  those  cases  where  the  tenant  pays  directly 
to  the  supplier  for  services  and  utilities,  as  in  a  net  lease 
situation,  the  rental  that  the  landlord  receives  from  the 
property  is  treated  as  a  net  income  which  may 
discounted  into  an  estimate  of  value. 

The  area  of  "hidden  rent"  that  can  be  traced  back  to 
capital  expenditure  on  the  tenant's  part  is  not 
overlooked.  The  cost  to  the  tenant  for  completing  the 
interior  of  retail  space  he  has  leased  is  amortized  over 
the  life  of  the  lease  at  the  same  rate  used  to  capitalize 
the  net  income  from  that  property  into  an  estimate  of 
value.  This  amortized  cost  on  a  unit  basis  is  then 
included  in  the  typical  market  rent  for  the  finished  retail 
space. 

I  thank  you  again  for  your  helpful  comments  and  look 
forward  to  hearing  from  you  in  the  future. 

Editor’s  Note:  Because  of  space  limitations,  the  rental 
information  questionairre  referred  to  in  Mr.  Christopher’s 
letter  is  not  shown.  Anyone  interested  may  request  a  copy  from 
the  Editor,  Aspects.  □ 
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Eastern  Ontario  Assessment  Area 

1 .  Prescott  &  Russell-Stormont 
Dundas  &  Glengarry  —  Mr.  H.  Morris 

2.  Lanark-Leeds  &  Grenville  —  Mr.  G.  Grey 

3.  Ottawa-Carleton  —  Mr.  H.  Hafenbrack 

4.  Renfrew  —  Mr.  H.  R.  Barkell 

5.  Frontenac-Lennox  &  Addington  —  Mr.  K.  Froats 

6.  Hastings-Prince  Edward  —  Mr.  J.  A.  Smith 

7.  Flaliburton-Peterborough-Victoria  —  Mr.  J.  Guerin 


Central  Ontario  Assessment  Area 

9.  City  of  Toronto  —  Mr.  N.  Stamboulie 

10.  North  York 

11.  Scarborough-East  York  —  Mr.  D.  Struke 

12.  Etobicoke-York  —  Ms.  Isa  Hauser 

13.  Durham  —  Mr.  B.  Robinson 

14.  York  —  Mrs.  C.  Shaw 

15.  Halton-Peel  —  Mrs.  Barbara  Trotter 

16.  Simcoe  —  Mr.  M.  Lumsden 

17.  Muskoka  —  Mr.  R.  McCann 


Western  Ontario  Assessment  Area 

18.  Niagara  —  Mr.  J.  Harriman 

19.  Wentworth  —  Mr.  R.  Davey 

20.  Brant-Haldimand-Norfolk  —  Mr.  J.  Huff 

21.  Waterloo  —  Mr.  C.  Meadows 

22.  Dufferin- Wellington  —  Mr.  I.  Dunlop 

23.  Elgin-Middlesex-Oxford  —  Mr.  R.  Scott 

24.  Huron-Perth  —  Mr.  D.  A.  Steep 

25.  Bruce-Grey  —  Mr.  H.  Twigger 

26.  Kent-Lambton  —  Mr.  B.  H.  Seney 

27.  Essex  —  Mr.  J.  Storey 


Northern  Ontario  Assessment  Area 

28.  Nipissing-Parry  Sound  —  Mr.  L.  Warner 

29.  Cochrane-Timiskaming  —  Mr.  A.  Young 

30.  Manitoulin-Sudbury  —  Mr.  I.  McJannet 

31.  Algoma  —  Mr.  F.  St.  Jules 

32.  Kenora-Rainy  River-Thunder  Bay  —  Mr.  I.  Zhiha 
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